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REVIEW  OF  THE  VICE  PRESIDENTS  REPORT 
OF  THE  NATIONAL  PERFORMANCE  REVIEW 


MONDAY,  OCTOBER  18,  1993 

House  of  Representatives, 
Committee  on  Ways  and  Means, 

Subcommittee  on  Oversight, 

Washington,  D.C. 
The  subcommittee  met,  pursuant  to  call,  at  2  p.m.,  in  room  1100, 
Longworth  House  Office  Building,  Hon.  J.J.  Pickle  (chairman  of  the 
subcommittee)  presiding. 
[The  press  releases  announcing  the  hearing  follow:] 


(1) 


FOR  IMMEDIATE  RELEASE 
MONDAY,  SEPTEMBER  13,  1993 


PRESS  RELEASE  #13 
SUBCOMMITTEE  ON  OVERSIGHT 
COMMITTEE  ON  WAYS  AND  MEANS 
U.S.  HOUSE  OF  REPRESENTATIVES 
1102  LONGWORTH  HOUSE  OFFICE  BLDG. 
WASHINGTON,  D.C.   20515 
TELEPHONE:   (202)  225-5522 


THE  HONORABLE  J.  J.  PICKLE  (D.,  TEXAS),  CHAIRMAN, 

SUBCOMMITTEE  ON  OVERSIGHT,  COMMITTEE  ON  WAYS  AND  MEANS, 

U.S.  HOUSE  OF  REPRESENTATIVES, 

ANNOUNCES  A  HEARING  TO  REVIEW  THE  VICE  PRESIDENT'S 

REPORT  OF  THE  NATIONAL  PERFORMANCE  REVIEW 


The  Honorable  J.  J.  Pickle  (D. ,  Texas),  Chairman  of  the 
Subcommittee  on  Oversight,  Committee  on  Ways  and  Means,  U.S.  House 
of  Representatives,  announced  today  that  the  Subcommittee  will 
conduct  a  hearing  to  review  the  recommendations  of  the  National 
Performance  Review,  focusing  particularly  on  recommendations 
affecting  programs  and  activities  within  the  jurisdiction  of  the 
Committee  on  Ways  and  Means.   The  hearing  will  be  held  in 
furtherance  of  the  Committee's  ongoing  Major  Oversight  Initiative, 
first  undertaken  during  the  102nd  Congress.   All  Members  of  the 
Committee  on  Ways  and  Means  will  be  invited  to  participate  in  the 
hearing.   The  date  for  the  hearing  will  be  announced  in  a  subsequent 
press  release. 

On  September  7,  1993,  the  Vice  President  submitted  to  the 
President  the  Report  of  the  National  Performance  Review.   This 
Report  is  the  culmination  of  a  six-month,  Government-wide 
examination  of  the  way  cabinet  departments  and  agencies  conduct 
business,  and  contains  recommendations  for  hundreds  of  changes  in 
Federal  programs  and  operations.   The  Report's  recommendations,  if 
adopted,  would  produce  an  estimated  $108  billion  in  savings  over 
five  years.   A  substantial  number  of  the  recommendations  in  the 
Report  would  affect  programs  and  laws  within  the  jurisdiction  of  the 
Committee  on  Ways  and  Means. 

In  announcing  the  hearing.  Chairman  Pickle  stated:  "The  Report 
of  the  National  Performance  Review  is  an  ambitious  undertaking,  and 
I  welcome  its  recommendations.  I  applaud  the  vice  President,  and 
all  who  assisted  him,  in  their  aggressive  oversight  effort  toward 
creating  a  Federal  Government  that  works  better  and  costs  less.  We 
will  begin  our  review  of  the  vice  President's  Report  with  a  hearing 
on  its  findings  and  recommendations  at  the  earliest  possible  date. 

"With  our  current  budget  deficit,  it  is  important  that  we  do 
everything  possible  to  streamline  the  Federal  Government,  deliver 
services,  and  administer  programs  as  efficiently  and  effectively  as 
possible,  and  at  the  same  time  improve  the  level  of  customer  and 
taxpayer  services.   I  know  that  our  Committee  and  subcommittees  will 
take  advantage  of  and  follow-up  on  the  hard  work  done  by  the  Vice 
President,  and  work  step-by-step  with  this  Administration  to 
implement  productive  change  nationwide." 


FOR  IMMEDIATE  RELEASE 
FRIDAY,  OCTOBER  8,  1993 


PRESS  RELEASE  #15 
SUBCOMMITTEE  ON  OVERSIGHT 
COMMITTEE  ON  WAYS  AND  MEANS 
U.S.  HOUSE  OF  REPRESENTATIVES 
1135  LONGWORTH  HOUSE  OFFICE  BLDG. 
WASHINGTON,  D.C.   20515 
TELEPHONE:   (202)  225-5522 


THE  HONORABLE  J.  J.  PICKLE  (D. ,  TEXAS),  CHAIRMAN, 

SUBCOMMITTEE  ON  OVERSIGHT,  COMMITTEE  ON  WAYS  AND  MEANS, 

U.S.  HOUSE  OF  REPRESENTATIVES, 

ANNOUNCES  A  DATE  FOR  THE  HEARING  TO  REVIEW  THE 

VICE  PRESIDENT'S  NATIONAL  PERFORMANCE  REVIEW 


The  Honorable  J.  J.  Pic)cle  (D.,  Texas),  Chairman  of  the 
Subcommittee  on  Oversight,  Committee  on  Ways  and  Means,  U.S.  House  of 
Representatives,  today  announced  the  date  for  the  hearing  previously 
announced  to  review  the  recommendations  of  the  Vice  President's 
National  Performance  Review,  focusing  particularly  on  recommendations 
affecting  programs  and  activities  within  the  jurisdiction  of  the 
Committee  on  Ways  and  Means.   (See  Press  Release  #13,  dated 
September  13,  1993.)   The  hearing  will  be  held  on  Monday,  October  18, 
1993,  beginning  at  2:00  p.m.,  in  the  main  Committee  hearing  room, 
1100  Longworth  House  Office  Building.   The  Director  of  the  Office  of 
Management  and  Budget,  the  Honorable  Leon  Panetta,  will  appear  on 
behalf  of  the  Administration. 

DETAILS  FOR  SDBMISSIOH  OF  WRITTEN  COMMENTS; 

Persons  submitting  written  comments  for  the  printed  record  of  the 
hearing  should  submit  six  (6)  copies  by  the  close  of  business,  Friday, 
November  12,  1993,  to  Janice  Mays,  Chief  Counsel  and  Staff  Director, 
Committee  on  Ways  and  Means,  U.S.  House  of  Representatives, 
Washington,  D.C.   20515.   If  those  filing  written  statements  for  the 
record  of  the  printed  hearing  wish  to  have  their  statements 
distributed  to  the  press  and  the  interested  public,  they  may  provide 
100  additional  copies  for  this  purpose  to  the  Subcommittee  office, 
room  1135  Longworth  House  Office  Building,  by  9:30  a.m.,  Monday, 
October  18,  1993. 

FORMATTING  REQUIREMENTS; 

Each  statement  presented  for  printinf  to  the  Committee  by  a  witness,  any  written  statement  or  exhibit  submitted 
for  the  printed  record  or  any  written  comments  In  response  to  a  request  for  written  comments  must  conform  to  the 
(uidelines  listed  below.  Any  statement  or  exhibit  not  in  compliance  with  these  guidelines  will  not  be  printed,  but  will  be 
maintained  in  the  Committee  files  for  review  and  use  by  the  Committee. 

1.  All  statements  and  any  accompanying  exhibits  for  printing  must  be  typed  in  single  space  on  legal-size  paper 
and  may  not  exceed  a  total  of  10  pages. 

2.  Copies  of  whole  documents  submitted  as  exhibit  material  will  not  be  accepted  for  printing.  Instead,  exhibit 
material  should  be  referenced  and  quoted  or  paraphrased.  All  exhibit  material  not  meeting  these  speciHcations 
will  be  maintained  in  the  Committee  files  for  review  and  use  by  the  Committee. 

3.  Statements  must  contain  the  name  and  capacity  in  which  the  witness  will  appear  or,  for  written  comments, 
the  name  and  capacity  of  the  person  submitting  the  statement,  as  well  as  any  clients  or  persons,  or  any 
organization  for  whom  the  witness  appears  or  for  whom  the  statement  is  submitted. 

4.  A  supplemental  sheet  must  accompany  each  statement  listing  the  name,  full  address,  a  telephone  number 
where  the  witness  or  the  designated  representative  may  be  reached  and  a  topical  outline  or  summary  of  the 
comnwnts  and  recommendations  in  the  full  staterrMnt.  This  supplemental  sheet  will  not  be  Included  in  the 
printed  record. 

The  above  restrictions  and  limitations  apply  only  to  material  being  submitted  for  printing.  Statements  and  exhibits 
or  supplementary  material  submitted  solely  for  distribution  to  the  Members,  the  press  and  the  public  during  the  course 
of  a  public  hearing  may  be  submitted  in  other  forms. 


****** 


Chairman  Pickle.  The  Chair  would  ask  the  subcommittee  to 
come  to  order.  Will  our  euests  please  take  your  seats. 

Mr.  Panetta,  we  are  glad  to  have  you  with  us  today,  and  I  under- 
stand you  are  accompanied  by  Mr.  Lader  from  the  0MB.  I  have  an 
opening  statement  to  make,  and  Mr.  Houghton,  I  think  also  has  a 
statement  to  make,  and  then  we  will  get  into  your  testimony,  Mr. 
Director. 

The  National  Performance  Review  is  a  task  force  appointed  bv 
the  President  to  examine  how  the  Federal  Government  could  work 
better  and  cost  less.  Last  month,  just  September  7,  a  few  days  ago, 
the  National  Performance  Review  issued  its  final  report,  which 
highlights  the  need  to,  "reinvent"  Grovemment.  This  report  identi- 
fies billions  of  dollars  in  wasteful  spending,  and  cites  example  after 
example  of  mismanaged  Federal  programs.  I  think  the  report 
shocks  the  public  conscience  and  serves  as  a  clarion  call  for  reform. 
I,  for  one,  am  prepared  to  respond  to  the  challenge  that  this  report 
presents  to  the  administration  and  to  the  Congress. 

I  want  to  add,  I  think  this  report  is  an  excellent  analysis,  with 
some  general  recommendations,  and  it  is  obvious  that  a  lot  of  peo- 
ple in  Government  have  spent  a  great  many  hours  and  days  and 
weeks  formulating  and  advancing  these  recommendations.  So  it  is 
the  best  proposal  I  have  ever  seen  put  together  on  this  general  sub- 
ject. 

Let  me  say,  however,  that  at  this  point  the  easy  part  is  over,  and 
the  real  work  begins.  It  is  one  thing  to  identify  waste  and  mis- 
management. It  is  another  thing  entirely  to  stop  the  abuses  and  to 
clean  up  the  mess. 

We  must  begin  by  proposing  specific  remedies  to  specific  prob- 
lems. As  I  have  read  the  National  Performance  Review,  I  was 
struck  by,  Mr.  Director,  by  the  lack  of  concrete  remedies  being  pro- 
posed to  respond  to  the  problems  identified.  I  am  fully  aware  that 
no  one  department  or  committee  is  responsible  for  all  the  problems 
identified.  However,  I  do  believe  that  it  is  the  obligation  of  the  Of- 
fice of  Management  and  Budget  to  flex  its  "management"  muscles 
and  provide  strong  leadership  in  this  area. 

In  those  areas  where  administrative  reforms  are  appropriate, 
those  reforms  ought  to  be  developed  and  implemented  by  the  ad- 
ministration immediately.  In  those  areas  where  legislation  is  need- 
ed, the  administration  should  develop  its  legislative  recommenda- 
tions immediately,  and  present  them  to  the  Congress.  For  our  part, 
the  Congress  must  be  prepared  to  act  expeditiously.  It  may  be  that 
some  of  these  proposals  would  be  modified,  improved  or  even  re- 
jected. The  important  thing  is  that  they  be  given  prompt  consider- 
ation. I  imagine  we  all  agree  with  those  general  statements. 

My  fear  is  that  after  the  initial  rush  of  outrage  and  indignation 
subsides  and  the  headlines  begin  to  fade,  which  I  rather  think  is 
happening  right  now,  the  committees  and  the  departments  will  go 
back  to  business  as  usual.  The  many  proposals  will  be  sent  to  100 
subcommittees  and  as  many  subagencies,  and  before  long,  these  re- 
forms will  be  strangled  in  their  infancy  by  the  very  same  special 
interests  and  entrenched  bureaucrats  that  brought  us  the  mess  in 
the  first  place. 

Now,  Mr.  Panetta,  you  know  only  too  well  that  these  fears  are 
justified.  As  a  former  chairman  of  the  House  Budget  Committee, 


you  have  seen  prior  reform  packages  twist  slowly  in  the  wind, 
while  the  abuses  they  were  to  address  grew  rampant.  So  I  ask  you 
personally  and  officially  how  can  we  work  together  to  make  certain 
that  we  take  action  on  each  and  every  one  of  these  issues? 

Are  you  prepared  to  make  specific  legislative  and  administrative 
recommendations?  If  so,  when  will  these  proposals  be  ready? 

I  notice  when  you  testified  last  Friday  that  you  were  going  to 
submit  some  spending  cuts  within  the  month.  We  look  forward  to 
knowing  specifically  what  they  will  be. 

I  would  also  observe  that  even  after  these  legislative  and  admin- 
istrative reforms  are  enacted,  we  cannot  rest.  0MB  and  the  over- 
sight committees  of  the  Congress  will  need  to  exercise  continued 
vigilance  to  make  sure  that  the  reforms  are  carried  out.  The  truth 
is,  it  will  require  your  strong  leadership. 

I  am  talking  about  0MB,  Mr.  Panetta,  your  strong  leadership  to 
hold  the  departments  and  the  committees  accountable  and  to  stop 
any  tendency  on  their  part  to  backslide  into  the  old  ways.  This  is 
a  tall  order.  I  hope  that  your  agency,  working  with  the  Congress, 
will  be  able  to  take  up  this  challenge  and  to  handle  it.  I  am  of  the 
opinion  that  you  may  need  some  additional  statutory  authority  to 
make  the  rest  of  the  Federal  Government  tow  the  line.  If  so,  I 
would  ask  that  you  let  us  know  what  you  need  legislatively  to  get 
this  job  done. 

There  is  an  old  saying,  Mr.  Panetta,  I  don't  know  how  old  really 
it  is,  that  you  shouldn't  talk  the  talk  unless  you  are  prepared  to 
walk  the  walk.  We  have  all  talked  the  talk.  I  hope  now  we  can 
start  walking,  or  at  least  crawling,  in  the  direction  of  a  Federal 
Government  that  serves  the  needs  of  the  public. 

Finally,  I  would  observe  that  as  broad  as  this  report  is,  and  as 
good  as  it  is,  it  doesn't  touch  on  the  need  to  reexamine  the  role  and 
growth  of  entitlement  programs.  I  personally  believe  that  we,  as  we 
reinvent  Government,  and  redefine  its  role  in  our  society,  we  must 
never  lose  sight  of  the  enormous  effect  that  entitlement  programs 
are  having  on  the  Federal  budget. 

I  know,  Mr.  Panetta,  that  you  share  these  concerns,  and  I  look 
forward  to  working  with  you  on  the  entitlement  question.  I  am  pre- 
pared to  be  aggressive  in  this  field  myself,  as  I  think  other  Mem- 
bers of  Congress  may  be.  I  would  hope  that  this  matter  would  not 
be  overlooked  as  we  go  forward.  I  am  talking  about  the  entitlement 
programs.  That  concludes  my  statement. 

I  want  to  ask  now  Mr.  Houghton  for  any  opening  statement  he 
might  make. 

Mr.  Houghton. 

Mr.  Houghton.  Thank  you,  Mr.  Chairman.  Mr.  Panetta,  Mr. 
Lader,  nice  to  be  back  with  my  old  boss  on  the  Budget  Committee. 
I  am  very  anxious  to  hear  what  you  have  to  say,  what  the  adminis- 
tration proposes,  what  you  think  Congress  should  do,  and  that  con- 
cludes my  remarks,  Mr.  Chairman. 
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Chairman  PiCKLE.  The  Chair  is  unprepared  to  move  forward. 

Mr.  Herger,  do  you  have  any  preliminary  statement  to  make? 

Mr.  Merger.  I  do,  Mr.  Chairman.  It  is  always  good  to  see  that 
smiling  face  of  a  fellow  northern  Californian,  Mr.  Panetta.  Good  to 
have  you  with  us  again  today. 

Chairman  Pickle.  I  have  distributed  a  document  for  our  use 
today,  which  summarizes  issues  within  the  jurisdiction  of  the  Com- 
mittee on  Ways  and  Means.  Now  we  will  ask  you  to  proceed. 

[The  document  follows:] 
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STATEMENT  OF  HON.  LEON  E.  PANETTA,  DIRECTOR,  OFFICE 
OF  MANAGEMENT  AND  BUDGET;  ACCOMPANIED  BY  PHILIP 
LADER,  DEPUTY  DIRECTOR  FOR  MANAGEMENT;  AND  HAL 
STEINBERG,  DEPUTY  CONTROLLER,  OFFICE  OF  FEDERAL 
FINANCIAL  MANAGEMENT 

Mr.  Panetta.  Mr.  Chairman,  I  would  ask  that  my  remarks  be 
made  a  part  of  the  record  and  I'll — I  mean  I  will  follow  it,  but  I 
would  like  to  summarize  it. 

Chairman  PiCKLE.  Your  statement  will  be  made  a  part  of  the 
record,  Mr.  Panetta. 

Mr.  Panetta.  Thank  you  very  much,  Mr.  Chairman.  Mr.  Chair- 
man and  Mr.  Houghton,  Mr.  Herger,  it  is  a  pleasure  to  be  before 
the  Oversight  Committee  of  Ways  and  Means  to  begin  this  discus- 
sion of  the  recommendations  of  the  National  Performance  Review. 
Although  the  review  covers  a  large  number  of  areas,  it  is  important 
that  we  discuss  the  matters  particularly  relevant  to  the  Ways  and 
Means  Committee,  and  particularly  relevant  to  issues  that  you,  Mr. 
Chairman,  have  been  pointing  out  year  in  and  year  out  in  the  time 
that  you  have  been  a  member  of  this  committee.  So  it  is  a  particu- 
lar pleasure  to  have  the  chance  to  share  these  concerns  with  you. 

As  you  know,  the  goal  of  the  National  Performance  Review  was 
basically  to  try  to  provide  people  with  a  more  effective,  efficient, 
and  responsive  Government.  It  isn't  enough,  it  seems  to  us,  just  to 
simply,  in  the  budget  process,  look  for  ways  to  reduce  the  deficit; 
that,  we  have  to  do,  and  that,  we  have  to  continue  to  try  to  achieve. 
But  we  also  have  to  ask  ourselves,  how  do  we  improve  the  way 
Government  works?  Because  there  is,  I  think  at  the  present  time, 
a  tremendous  trust  deficit  with  regard  to  the  American  people  and 
how  they  view  Government  and  its  effectiveness. 

We  can  do  all  we  want  in  terms  of  other  areas.  If  we  don't  im- 
prove the  ability  of  people  to  trust  Government,  then  we  really 
have  not  fulfilled  our  responsibilities  as  public  servants.  It  was  in 
that  spirit  that  President  Clinton  asked  the  Vice  President  to  con- 
duct the  6-month  review.  It  was  in  that  spirit  that  the  Vice  Presi- 
dent organized  a  broad  team  of  very  experienced  Federal  employees 
from  almost  every  sector,  from  agencies,  from  both  the  public  and 
private  sectors,  and  focused  on  several  key  areas  like  budgeting, 
procurement,  and  personnel  to  try  to  focus  attention  on  where  we 
could  improve  the  operations  of  Government. 

The  President  has  asked  all  Cabinet  members  in  that  spirit  to 
create  reinvention  teams,  to  try  to  lead  transformations  within 
their  own  departments,  and  there  are  literally  thousands  of  em- 
ployees who  are  joining  in  this  effort.  The  primary  focus,  as  I  men- 
tioned, is  to  look  at  how  Government  should  work.  I  mean  we,  obvi- 
ously, could  ask  a  lot  of  questions  about  whether  or  not  Govern- 
ment should  or  should  not  be  doing  certain  things.  But  I  think  the 
primary  focus  of  this  report  was  to  look  at  what  Government  is  re- 
quired to  do  under  the  law  at  the  present  time. 

Our  concern  is  that  when  you  look  at  that  responsibility,  it  is  not 
doing  a  very  good  job  in  terms  of  delivering  on  the  services  that 
it  is  required  to  deliver  upon  to  the  American  people. 

Let  me  just  summarize  some  of  the  key  recommendations,  and 
then  I  would  like  to  discuss  the  status  of  those  recommendations 
in  terms  of  action.  First  of  all,  the  key  recommendations  involve 
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four  key  areas.  One  is  cutting  redtape.  It  is  pretty  clear  that  we 
do  have  to  streamHne  the  way  the  operation  works,  particularly 
with  regard  to  the  budget  process. 

One  of  the  ways  the  Vice  President  recommended,  and  I  strongly 
recommended  to  him,  since  I  had  authored  the  proposal  in  the  Con- 
gpress,  was  to  develop  a  biennial  budget,  which  I  think  would  help 
the  Congress  spend  more  time  doing  the  kinds  of  things  this  sub- 
committee does,  which  is  basically  oversight  of  existing  programs. 
Not  enough  committees  spend  time  overseeing  how  Government 
works. 

We  usually  like  to  spend  time  developing  budgets,  enacting  new 
programs,  but  we  do  not  spend  enough  time  doing  oversight  of  ex- 
isting programs. 

We  want  to  decentralize  personnel  policy,  try  to  reduce  the  time 
that  it  takes  to  terminate  Federal  managers  and  employees  for 
cause.  We  know  that  we  have  a  top  heavy  Federal  Government  in 
terms  of  middle  management.  We  know  we  have  to  be  able  to  move 
some  of  those  individuals  around  or  out,  and  we  need  to  have  the 
law  give  us  the  ability  to  move  more  quickly  in  those  areas. 

We  have  to  streamline  procurement,  which  is  an  area  I  will  fur- 
ther discuss  later  on,  because  it  will  be  a  centerpiece  of  our  October 
package,  and  we  have  also  got  to  reduce  the  level  of  internal  regu- 
lations that  are  issued  within  the  departments. 

Second,  we  have  to  put  customers  first.  As  all  of  you  know,  as 
Members  of  Congress,  and  it  was  my  experience  that  people  who 
usually  came  to  our  offices  came  there  because  in  one  way  or  an- 
other. Government  had  failed  them.  Either  their  checks  were  too 
late  or  their  checks  didn't  arrive,  or  some  agency  or  some  bureau- 
crat in  some  way  failed  to  serve  them.  So  they  wound  up  coming 
to  our  offices  in  the  hope  that  they  could  find  some  kind  of  service. 
That  should  not  happen.  So  for  that  reason  we  obviously  want  to 
emphasize  the  need  to  make  Government  more  customer  friendly, 
to  put  it  on  the  same  basis  as  the  private  sector  in  the  sense  of 
recognizing  who  their  customers  are,  and  serving  them  in  a  way 
that  tries  to  emphasize  the  most  cost-effective  approaches. 

We  want  to  put  Grovemment  agencies  like  the  GPO  on  a  competi- 
tive basis  with  private  enterprise  rather  than  having  a  monopoly 
as  they  do  now  when  it  comes  to  the  public  sector. 

The  third  area  is  empowering  employees  to  get  results.  We  want 
to  put  more  of  the  responsibility  on  officials  at  the  local  level.  The 
problem  we  have  now  is  that  Washington  clears  too  many  deci- 
sions, is  involved  in  too  many  decisions,  and  as  a  consequence,  we 
have  overburdened  the  process  with  regard  to  the  ability  of  local 
officials  to  deal  with  local  needs.  We  ought  to  give  them  more  au- 
thority and,  yes,  hold  them  responsible  for  the  decisions  they  make 
at  that  level. 

The  fourth  area  is  cutting  back  to  basics,  which  means  that  there 
are  agencies  that  we  need  to  improve  through  consolidation.  We 
think  that  the  President  ought  to  be  given  broader  rescission  pow- 
ers. That  proposal  has  passed  the  House,  and  it  awaits  action  on 
the  Senate  side. 

Let  me  now  turn,  if  I  could,  to  the  chart,  because  it  refers  to  the 
specific  elements  of  savings  that  are  included  in  the  report.  There 
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are  basically  four  key  areas  of  savings,  and  the  chart  tries  to  sum- 
marize exactly  where  we  are  with  regard  to  each  of  those  areas. 

First  of  all,  on  streamlining  the  bureaucracy,  essentially  what  we 
are  talking  about  there  is  the  proposal  to  reduce  Federal  personnel 
by  252,000  by  the  end  of  fiscal  year  1999.  The  President  has  al- 
ready issued  an  Executive  order  requiring  the  reduction  of  100,000 
employees  by  1995,  and  that  Executive  order  is  reflected  in  the  red 
on  that  first  line,  indicating  that  about  $26  billion  is  pretty  much 
on  line  right  now  in  terms  of  the  proposals  that  the  President  has 
already  directed  the  departments  to  achieve. 

About  $18  billion  of  that  $26  billion  is  in  the  Defense  Depart- 
ment; about  $8  billion  would  be  on  the  domestic  side.  So  that  $26 
billion  is  pretty  much  in  line  now,  based  on  that  Executive  order, 
to  be  achieved  by  1995.  The  remainder  of  that,  we  will  incorporate 
in  the  1995  budget. 

As  a  matter  of  fact,  I  have  asked  each  agency  and  department 
to  give  me  by  December  1  an  outline  of  how  they  will  achieve  the 
total  amount  of  252,000  reduction  over  that  period  of  time.  So  that 
we  are  well  on  the  way  to  getting  it  achieved,  and  we  will  complete 
that  with  the  submission,  hopefully  in  the  1995  budget. 

The  second  area  of  major  savings  is  the  area  regarding  specific 
agency  savings.  This  totals  about  $36  billion  over  5  years,  and 
many  of  these  proposals,  Mr.  Chairman  and  others,  are  proposals 
that  we  have  seen  before  with  regard  to  savings  that  could  be 
achieved  within  the  Federal  Government. 

We  intend  to  present  in  the  next  week,  as  a  matter  of  fact,  an 
October  package  that  we  think  will  contain  somewhere  between 
$10  and  $12  billion  in  specific  proposals  for  savings.  I  will  talk 
again  more  specifically  about  the  elements  of  that. 

Chairman  PiCKLE.  What  would  you  figure  on  that?  What  was  the 
figure  you  used  about? 

Mr.  Panetta.  About  $10  to  $12  billion  of  that  will  be  in  the  Octo- 
ber package.  The  remaining  part  of  that  we  hope  to  again  include 
in  the  1995  budget. 

The  reason  not  everything  can  be  included  in  the  October  pack- 
age is  that  many  of  these  areas  involve,  for  example,  complicated 
decisions,  particularly  with  regard  to,  for  example,  reforming  crop 
insurance.  We  think  that  crop  insurance  needs  to  be  reformed.  It 
is  a  program  that,  frankly,  we  haven't  paid  enough  attention  to. 
But  to  accomplish  a  broad  reform  of  crop  insurance  is  going  to  take 
us  a  few  more  months  to  achieve  within  the  department. 

In  addition  to  that,  we  are  looking  at  broad  reform  in  the  disas- 
ter assistance  program,  for  example.  We  think  disaster  assistance 
is  a  program  that  does  not  work  very  well,  and  that  too  needs  to 
be  reformed.  We  think  we  need  to  have  the  time  between  now  and 
the  1995  budget  to  do  that.  We  are  not,  for  example,  including  in 
the  October  package  user  fees  or  new  taxes  of  any  kind,  because 
we  do  not  want  to  deal  with  the  whole  issue  of  revenues  as  part 
of  the  October  package. 

Our  point  in  the  October  package  is  to  try  to  put  a  package  to- 
gether that  can  be  expedited,  that  can  be  passed,  hopefully,  before 
the  end  of  the  session.  So  we  want  to  avoid,  if  we  can,  areas  where 
we  obviously  could  develop  tremendous  partisanship  and  confronta- 
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tion.  We  don't  want  to  do  that.  For  that  reason,  we  are  not  looking 
at  including  user  fees  or  new  taxes  as  part  of  that  element. 

Chairman  PiCKLE.  Can  you  tell  us  when  we  can  expect  the  Octo- 
ber cuts  in  spending  to  be  announced? 

Mr.  Panetta.  Yes,  sir.  It  would  be  either  Monday  or  Tuesday  of 
next  week. 

Chairman  Pickle.  Thank  you. 

Mr.  Panetta.  So  the  remainder  of  that  area  would  be  included, 
then,  in  the  proposals  for  the  1995  budget. 

The  procurement  side  of  it  produces  we  think,  we  estimate  about 
$22.5  billion  in  savings.  That  formula  basically  assumes  that  if  we 
implement  procurement  reforms,  we  can  at  least  achieve,  and  this 
is  a  very  conservative  estimate,  a  savings  of  5  percent  of  current 
spending  on  procurement.  That  is  a  very  conservative  estimate. 

The  problem  we  have,  and  I  should  share  with  you,  is  the  fact 
that  CBO,  because  of  their  own  scorekeeping  approaches  on  these 
matters,  we  do  not  think  will  score  it  to  be  in  that  vicinity  of  $22 
or  $23  billion. 

We  think  we  will  get  some  savings  scored  by  CBO,  but  since  the 
procurement  savings  occur  in  a  number  of  agencies,  the  indication 
from  CBO  is  that  they  cannot  give  us  a  firm  scoring  with  regard 
to  the  number  that  we  think  is  legitimate.  We  think  we  can 
achieve  $22  billion,  but  I  wanted  to  share  with  you  that  we  think 
CBO  may  score  that  at  less.  We  have  achieved  about  $16  billion 
of  that,  largely  in  the  defense  area,  in  the  bottomup  review. 

If  you  look  at  the  savings  in  defense  right  now  that  we  have  to 
achieve,  about  $100  billion  savings  in  defense  over  the  next  5 
years,  $16  billion  of  that  is  already  projected  in  procurement  sav- 
ings in  the  Defense  Department.  The  remainder  of  that,  obviously, 
would  be  largely  in  the  domestic  area.  But  we  do  need  to  pass  pro- 
curement legislation  in  order  to  achieve  that  $22  billion,  $23  billion 
in  savings,  and  that  will  be  included  in  the  October  package. 

On  reengineering  through  information  technology,  agam  this  is 
an  area  where  we  think  that  the  Federal  Grovernment  ought  to 
come  into  the  20th  century  and  start  using  the  same  kind  of  tech- 
nology that  is  being  used  in  the  private  sector.  There  is  no  reason 
why  we  can't  consolidate,  standardize  information  infrastructure. 
There  is  no  reason  why  we  can't  develop  electronic  benefit  trans- 
fers. These  are  some  of  the  areas  that  we  think  will  not  only 
produce  better  service  for  the  customers,  but  will  also  produce  sav- 
ings for  the  Federal  Government. 

The  same  thing  is  true  with  regard  to  savings  in  the  administra- 
tive area.  We  will  be  including  some  of  those  recommendations  in 
the  October  package  as  well,  and  we  will  probably  do  the  remain- 
der of  those  as  part  of  the  1995  budget. 

Let  me  finally  mention  how  this  overall  package,  how  we  are 
aiming  to  implement  it,  because  you  have  asked  the  important 
question,  which  is  that  we  now  have  the  recommendations.  The  key 
is  that  we  have  to  implement  each  of  these  recommendations.  The 
pattern  for  implementing  it  is  basically  in  several  areas. 

One,  Executive  orders  and  Presidential  directives.  We  have  done 
a  number  of  these  already.  The  President  has,  as  I  said,  issued  an 
Executive  order  on  100,000  on  personnel  reduction.  That  is  already 
issued,  and  the  Government  is  required  to  respond. 
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On  regulatory  policy,  we  have  just  issued  an  Executive  order 
with  regard  to  regulatory  policy  to  try  to  improve  that,  to  try  to 
limit  the  review  of  unnecessary  regulations  in  the  sense  that  tnere 
are  many  regulations  that  we  deal  with  at  0MB  that  are  pro 
forma,  and  that  we  don't  need  to  fully  review.  There  are  some  that 
we  do  have  to  carefully  review.  The  Executive  order  basically  lays 
that  out. 

We  also  have  a  Presidential  directive  that  says  that  each  agency 
and  department  ought  to  cut  their  internal  regulations  in  half.  If 
you  look  at  some  of  those  interagency  regulations,  they  relate  to  a 
number  of  matters.  They  sometimes  can  stack  almost  10  inches 
high.  There  is  no  reason  those  departments  and  agencies  can't  cut 
those  internal  regulations  in  half,  and  that  is  the  directive  from  the 
President. 

There  are  other  Executive  orders  that  we  are  working  on  as  well 
that  we  will  try  to  implement  portions  of  this  proposal,  because  we 
think  what  can  be  done  administratively  bv  the  President,  as  the 
President  himself  has  said,  he  is  willing  to  do. 

Second,  we  have,  as  I  mentioned,  the  defense  bottomup  review. 
This  includes  a  number  of  the  recommendations  particularly  with 
regard  to  procurement  reforms,  and  the  Defense  Department  is,  in 
fact,  implementing  those  as  we  speak,  because  that  is  part  of  their 
effort  of  achieving  reforms  at  DOD. 

The  October  package,  let  me  talk  more  specifically  about  the  ele- 
ments of  the  October  package  that  we  will  present  next  week.  The 
centerpiece  of  that  relates  to  systemic  changes  within  the  Govern- 
ment. 

We  will  include  a  broad  procurement  reform  measure  as  part  of 
that  package.  The  Senate  already  has  a  proposal  which  implements 
some  of  these  reforms;  the  House  has  done  a  little  work  on  that  as 
well. 

We  are  hoping  to  incorporate  a  major  change  in  procurement  pol- 
icy. Just  to  give  you  an  example,  the  key  element  of  that  would  be 
to  lift  the  threshold  right  now  from  $25,000  to  $100,000  that  would 
allow  for  waivers  with  regard  to  certain  requirements  on  procure- 
ment. 

There  are  other  factors  that  would  be  included,  but  that  is  a  key 
element. 

Second,  on  personnel  we  would  like  to  try  to  expedite  the  ability 
to  reduce  personnel.  That  means  to  provide  buyout  policies,  as  well 
as  implement  other  reforms  that  would  give  us  some  help  in  reduc- 
ing Federal  employees  by  252,000. 

Third,  on  collections,  all  of  the  collection  policies  at  the  Federal 
level,  as  the  report  points  out,  are  really  miserable,  and  we  do  a 
lousy  job  in  terms  of  debt  collection  at  the  Federal  level.  What  we 
intend  to  do  is  include  in  this  proposal  reforms  to  improve  debt  col- 
lection, to  give  departments  greater  incentive  to  keep  what  they  do 
achieve  in  collection  so  that  it  would  give  them  some  incentive  to 
go  after  these  dollars. 

And  last,  on  yearend  spending,  there  has  always  been  a  problem 
that  when  we  reach  the  end  of  the  year,  rather  than  producing  the 
incentive  for  savings,  we  produce  the  incentive  for  waste.  What  we 
want  to  do  is  be  able  to  include  in  here  an  incentive  at  the  year 
end  so  that  Federal  employees  know  that  if  their  agency  or  pro- 
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gram  winds  up  with  a  savings,  that  they  in  fact  can  use  those  sav- 
ings within  those  programs,  but  that  they  won't  be  lost. 

The  second  area  of  savings  is  specific  programmatic  reforms.  For 
example,  we  do  intend  to  go  after  programs,  if  the  Congress  does 
not  eliminate  the  mohair  or  the  honey  program,  we  intend  to  in- 
clude that  as  part  of  this  package,  along  with  other  programmatic 
changes  or  eliminations. 

We  also  intend  to  include  the  streamlining  of  offices.  The  pro- 
posal for  the  Agriculture  Department  to  streamline  its  offices,  re- 
duce them  about  by  1,200,  we  intend  to  include  that  proposal  in  the 
October  package.  HUD  is  also  working  on  a  steamlining  proposal. 

Last,  on  consolidating  programs,  there  are  a  number  of  programs 
that  we  think  can  be  consolidated  and  those  proposals  will  also  be 
included  in  the  October  package. 

In  addition,  we  will  have  a  package  of  rescissions,  based  on  ap- 
propriations. Those  rescissions  will  include  implementing  some  of 
the  proposals  in  the  NPR.  In  other  words,  if  there  are  programs 
that  we  think  ought  to  be  terminated,  then  we  think  that  those 
programs  ought  to  be  rescinded  as  part  of  the  rescission  package 
that  we  will  present. 

So  those  are  the  three  elements  that  we  hope  to  present  in  the 
October  package.  Systemic  changes,  savings  proposals  that  relate 
to  programs,  and  third,  a  package  of  rescissions. 

We  also  will  have  to  implement  part  of  the  NPR  in  the  1995 
budget.  We  are  facing  some  very  tough  spending  caps.  We  have  a 
hard  freeze  in  existence  for  5  years.  It  means  basically  we  have  to 
cut  about  $57  billion  from  the  levels  in  the  President's  1994  budget. 

But  that  just  means  that  we  now  face  a  very  tough  decision  in 
every  department  and  agency,  that  if  we  are  going  to  fund  some 
of  the  investments  that  the  President  cares  about,  if  we  are  going 
to,  for  example,  fully  fund  the  WIG  program  or  fund  Head  Start  or 
fund  transportation  or  fund  law  enforcement,  that  we  are  going  to 
have  to  find  cuts  in  every  one  of  those  agencies  and  departments. 

I  have  already  indicated  to  the  departments  that  they  ought  to 
tentatively  look  on  average  at  a  10  percent  cut  in  nonpriority  pro- 
grams in  each  department  or  agency  in  order  to  provide  room  to 
be  able  to  make  some  of  the  key  investments. 

These  proposals  in  the  NPR  will  allow  these  agencies  and  depart- 
ments some  flexibility  to  be  able  to  meet  those  targets. 

Let  me  mention  entitlements,  Mr.  Chairman.  You  mentioned  en- 
titlements, and  as  you  know,  I  share  your  concern  about  the  need 
to  look  at  entitlements.  We  have  now,  as  a  result  of  the  economic 
plan,  a  requirement  that  we  send  to  the  Congress  specific  targets 
with  regard  to  where  we  think  entitlement  spending  is  likely  to  go. 

If  it  exceeds  those  targets,  the  President  is  required  to  send  rec- 
ommendations to  the  Congress  as  to  whether  we  should  cut  pro- 
grams, cut  spending,  or  raise  revenues  in  order  to  meet  that  excess 
in  terms  of  spending  in  the  entitlement  area.  That  is  a  big  step. 
It  is  a  first  step  toward  trying  to  get  a  handle  on  entitlement 
spending. 

Beyond  that,  the  President  is  also  looking  at  the  establishment 
of  a  task  force  or  commission  to  look  at  the  entitlement  area  as 
well  and  make  recommendations,  because  he  too  is  concerned  that 
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unless  we  begin  to  look  at  further  savings  in  the  entitlements,  we 
will  never  get  a  handle  on  the  deficit. 

Those  are  some  of  the  key  areas  that  I  wanted  to  mention  to  you. 
In  the  end,  obviously,  our  concern  is  to  work  with  you  and  work 
with  the  other  committees  to  try  to  achieve  these  goals.  This  can't 
be  done  overnight.  You  know  it  and  I  know  it.  You  can't  just  simply 
reinvent  Government  overnight. 

This  is  a  long  commitment  in  which  all  of  us  have  to  basicallv 
walk  together  over  a  long  period  of  time,  taking  on  a  lot  of  tough 
constituencies,  taking  on,  in  many  instances,  the  departments  and 
the  bureaucracies  themselves  in  terms  of  wanting  to  make  change. 
But  it  has  to  happen.  Because  very  frankly,  we  will  not  be  able  to 
make  Grovernment  responsive  to  the  real  needs  of  people  unless  we 
are  willing  to  show  the  American  people  that  we  do  intend  to  im- 
prove the  way  Grovernment  operates. 

This  is  a  first  step,  it  is  an  important  first  step.  The  October 
package,  which  we  want  passed  before  the  end  of  this  session  of 
Congress,  will  tell  the  American  people  whether  or  not  we  are  seri- 
ous about  this  effort  or  whether  we  just  like  to  produce  reports  that 
we  don't  act  on.  I  think  that  will  be  a  real  test  for  the  Congress. 

I  also,  I  would  like,  if  I  can,  my  deputy,  Phil  Lader,  to  summarize 
in  particular  some  of  the  issues  that  relate  to  the  jurisdiction  of 
this  subcommittee. 

Chairman  Pickle.  We  will  be  glad  to  hear  your  statement,  Mr. 
Lader,  and  you  may  proceed.  Thank  you.  We  are  glad  to  have  you 
here. 

Mr.  Lader.  Thank  you  very  much,  Mr.  Chairman. 

It  is  clear  to  all  Americans  that  everyday  life  has  changed  in  this 
country.  When  we  go  to  the  supermarkets  and  see  scanners  and 
bar  codes;  when  we  remove  funds  by  Touch-Tone  phones,  when  in- 
ventories are  changed,  whether  it  is  toothbrushes  in  the  drugstore 
or  Steuben  glass  changed  thousands  of  miles  away,  we  see  that 
there  has  been  a  profound  management  and  technological  revolu- 
tion which  has  transformed  American  life. 

And  vet  that  management  and  technological  revolution  has  left 
our  Federal  Government  virtually  untouched. 

Mr.  Chairman,  you  are  wondering  whether  it  is  business  as 
usual  in  terms  of  the  management  of  the  Federal  Government. 
What  we  contend  to  you  is  that  this  President  and  this  Vice  Presi- 
dent and  this  Director  of  0MB  have  a  visceral  interest  in  not  just 
what  Government  does,  but  how  this  Government  works. 

About  20  years  ago,  when  the  Deputy  Director  in  the  Nixon  ad- 
ministration at  0MB  left  Government,  he  wrote  a  book  entitled 
"Washington's  Hidden  Tragedy."  The  thesis  of  that  book  was  that 
in  this  town  everybody  loves  to  talk  politics,  most  folks  are  engaged 
in  policy  discussion,  but  very  few  people  are  interested  in  manage- 
ment. 

Chairman  Pickle.  Who  was  the  director? 

Mr.  Lader.  Roy  Ash  and  Fred  Malek,  I  believe.  What  we  want 
to  point  out  is  that  this  point,  this  management  and  technological 
revolution  has  been  the  principal  basis  for  this  National  Perform- 
ance Review,  and  the  more  than  800  recommendations,  some  of 
which  you  have  alluded  to,  have  to  deal  with  how  we  introduce 
these  elements  into  our  Federal  Government. 
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A  few  of  the  particular  issues  of  concern  to  this  committee:  If  you 
consider  financial  management,  for  example,  0MB  will  retain  its 
role  in  shaping  the  policy  for  financial  management,  recognizing 
that  the  day-to-day  financial  management  work  is  done  oy  the 
Treasury  Department  through  FMS,  but  through  our  oversight  and 
through  our  shaping  that  policy  through  the  Office  of  Federal  Fi- 
n£incial  Management  there  will  be  a  closer  collaboration  with 
Treasury  and  0MB. 

As  for  internal  regulation,  as  the  Director  has  pointed  out,  the 
President  has  already  called  for  a  15  percent  reduction  of  the  inter- 
nal regulations  of  the  agencies.  In  terms  of  debt  collection,  the  mat- 
ter of  particular  interest  to  this  committee,  as  you  are  aware.  Fed- 
eral receivables,  tax  and  nontax,  at  the  end  of  1992  totaled  more 
than  $312  billion,  $110  billion  of  which  were  delinquent. 

Well,  some  of  the  proposals  that  we  have  in  draft  legislation,  we 
are  about  to  implement  through  administrative  means  include  the 
following:  To  allow  agencies  to  retain  a  portion  of  the  money  they 
collect  from  delinquent  debts  to  pay  for  credit  management  and  to 
improve  debt  collection,  we  plan  to  introduce  proposals  to  lift  re- 
strictions on  the  IRS  and  the  Customs  Service  and  parts  of  HHS 
on  the  issues  of  private  collection  agencies,  the  kinds  of  tools  that 
private  companies  use  in  collecting  their  debts. 

We  seek  to  require  the  IRS  to  determine  each  year  whether  any 
Federal  employee  is  delinquent  on  his  or  her  Federal  tax  debt,  and 
the  IRS  could  use  its  existing  authority  to  levy  the  salary  or  wages 
of  any  such  employee. 

And  finally,  though  we  could  give  other  examples,  we  are  devel- 
oping legislation  that  would  require  that  civil  monetary  penalties 
be  a^usted  for  inflation  on  a  regular  basis  and  not  less  than  every 
4  years. 

I  could  go,  Mr.  Chairman,  into  more  detail,  but  on  each  of  these, 
they  reflect  how  we  want  to  be  using  contemporary  technology  and 
contemporary  management  theory  in  a  way  to  improve  the  over- 
sight and  management  of  the  Federal  agencies. 

We  would  be  pleased  to  respond  to  any  of  your  particular  ques- 
tions. 

Chairman  PiCKLE.  Does  that  complete  your  statement  too,  Mr. 
Panetta? 

Mr.  Panetta.  Correct. 

[The  prepared  statement  follows:] 
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TESTIMONY  OF  OMB  DIRECTOR  LEON  E.  PANETTA 

SUBCOMMITTEE  ON  OVERSIGHT,  HOUSE  WAYS  AND  MEANS  COMMITTEE 

OCTOBER  18,  1993 


I  am  pleased  to  be  here  before  the  Oversight  Subcommittee  of  the  Ways  and  Means 
Committee  to  discuss  the  National  Performance  Review. 

I  would  like  to  discuss  the  National  Performance  Review  generally  and  then  address 
some  of  the  specific  issues  from  the  NPR  that  come  within  the  jurisdiction  of  the  Ways  and 
Means  Committee. 

The  goal  of  the  National  Performance  Review  is  to  provide  the  American  people  with 
a  more  effective,  efficient  and  responsive  government  -  a  government  that  works  better  and 
costs  less.   Public  confidence  in  the  Federal  government  is  at  all  time  lows  -  Lhere  is  a 
tremendous  trust  deficit.  We  must  prove  to  the  American  people  that  their  hard  earned  tax 
dollars  will  be  treated  with  respect. 

The  National  Performance  Review  began  on  March  3,  1993  when  President  Clinton 
asked  Vice-President  Gore  to  conduct  an  intensive  six-month  review  of  how  the  Federal 
government  works.   The  Vice-President  organized  a  team  of  experienced  Federal  employees 
from  all  comers  of  government  to  examine  both  agencies  and  cross-cutting  systems,  such  as 
budgeting,  procurement  and  personnel.     He  spoke  with  employees  at  every  major  agency 
and  sought  the  views  of  hundreds  of  organizations,  business  leaders  and  state  and  local 
officials. 

The  President  also  asked  all  cabinet  members  to  create  Reinvention  Teams  to  lead 
transformations  at  their  departments,  and  Reinvention  Laboratories,  to  begin  experimenting 
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with  new  ways  of  doing  business.   Thousands  of  Federal  employees  joined  these  two  efforts. 

The  NPR  report  focuses  primarily  on  how  government  should  work,  not  on  what  it 
should  do.  Its  presents  recommendations  to  improve  performance  in  areas  where 
policymakers  have  already  decided  government  should  play  a  role.  We  spend  most  of  our 
time  debating  policy  issues,  but  as  the  NPR  report  states:  "if  the  vehicle  designed  to  carry 
out  policy  is  broken,  new  policies  won't  take  us  anywhere.  If  the  car  won't  run,  it  hardly 
matters  where  we  point  it;  we  won't  get  there." 

The  NPR  report  describes  roughly  100  recommendations,  while  hundreds  more  are 
listed  at  the  end  of  the  report.    By  implementing  these  recommendations,  I  believe  we  can 
make  fundamental  changes  in  the  performance  of  the  Federal  government.   Without 
fundamental  change  public  confidence  in  government  will  continue  to  spiral  downward. 

KEY  RECOMMENDATIONS 

Let  me  summarize  some  of  the  key  recommendations  of  the  Report: 
Cutting  Red  Tape 

0  Streamline  the  budget  process  through  biennial  budgets. 

0  Decentralize  personnel  policy  by  reducing  the  time  it  takes  to  terminate  Federal 
managers  and  employees  for  cause. 

0  Streamline  procurement  by  allowing  agencies  to  make  purchases  under  $100,000 
through  simplified  procedures. 

o  Reorient  the  Inspectors  General  by  focussing  them  on  evaluating  management 
control  systems. 

o  Reform  the  regulatory  system  by  reducing  internal  regulations  and  reducing  the 
burden  of  congressionally  mandated  reports. 
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0  Assist  state  and  local  governments  by  limiting  the  use  of  unfunded  mandates. 

Putting  Customers  First 

0  Set  customer  service  standards  and  develop  one-stop  shopping  proposals. 

0  Make  government  agencies  such  as  the  GPO  and  GSA  compete  with  private 
enterprise. 

o  Explore  making  the  air  traffic  control  system  into  a  private  corporation. 

o  Encourage  market-based  approaches  to  reduce  pollution. 

Empowering  Employees  to  Get  Results 

o  Decentralize  the  decision  making  power  to  increase  the  span  of  a  manager's  control. 

0  Hold  Federal  employees  accountable  by  developing  performance  agreements  and 
clarifying  the  objectives  of  Federal  programs. 

0  Give  Federal  workers  the  tools  they  need  to  do  their  job  through  better  training  and 
by  improving  information  technology. 

0  Enhance  the  quality  of  work  by  providing  greater  equal  opportunity  and  diversity. 

o  Form  a  labor-management  partnership  through  the  National  Partnership  Council  to 
devise  personnel  policy. 

0  Improve  leadership  through  the  President's  Management  Council. 

Cutting  Back  to  Basics 

o  Eliminate  unnecessary  spending  in  a  number  of  Federal  agencies  through 
consolidation  and  provide  the  President  with  broader  rescission  powers. 

0  Collect  more  fees  for  Federal  services  and  improve  Federal  debt  collection. 
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o  Improve  productivity  by  allowing  agencies  to  create  innovation  funds. 
0  Cut  costs  by  developing  an  electronic  benefits  program. 


A  BUDGET  PERSPECTIVE 

Scarce  Resources  and  Spending  Caps 

As  you  know,  the  Federal  government  faces  an  unprecedented  limit  on  spending  over 
the  next  five  years.    Based  on  the  reconciliation  bill  passed  last  summer,  the  new 
discretionary  spending  caps  keep  spending  at  or  below  FY  1993  levels  for  five  years.    Since 
FY  1969  discretionary  spending  has  increased  every  year,  so  we  are  facing  very  tight  caps 
on  discretionary  spending.     This  component  of  the  Federal  budget  includes  defense, 
transportation,  research  and  development,  education,  health  research  and  many  of  the  basic 
functions  of  government.     The  National  Performance  Review  recommendations  will  help  the 
President  and  the  Congress  meet  these  caps  through  additional  reductions  in  spending  and 
more  efficient  and  targeted  use  of  scarce  resources  to  priority  investments. 

Elements  of  Savings 

I  would  like  to  refer  you  to  page  157  of  the  National  Performance  review  report  and 
walk  you  through  each  element  of  the  $108  billion  in  savings  over  five  years  (FY  1995  to 
FY  1999)  to  give  you  our  view  on  how  we  see  implementation  of  the  NPR  being  carried  out. 
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0  Streamlining  the  Bureaucracy  through  Reengineerin^  -  $40.4  billion  over  five  years: 
As  you  know,  the  goal  of  the  NPR  is  achieve  a  reduction  in  Federal  personnel  by 
252,000  by  the  end  of  FY  1999  as  various  NPR  reforms  are  put  in  place.     We 
believe  that  a  reduction  of  100,000  is  assured  based  on  the  President's  executive  order 
issued  last  January.   That  will  achieve  $26  billion  in  savings  over  the  next  five  years. 
Plans  to  implement  the  remaining  personnel  reduction  are  being  worked  on  by  Federal 
agencies  and  we  expect  to  present  a  stream  of  personnel  reductions  consistent  with 
those  plans  in  the  Administration's  FY  1995  budget. 

o  Changes  to  Individual  Agencies  -  $36.4  billion  over  five  years:  These  proposals 
constitute  a  variety  of  program  reforms  in  Federal  agencies.  The  Administration  hopes 
to  present  to  Congress  in  the  near  future  a  legislative  package  incorporating 
approximately  $10  to  $12  billion  of  changes  in  agency  budgets.   The  remainder  of  the 
proposals  we  hope  to  address  in  the  FY  1995  budget  and  through  administrative 
action. 

0  Reinventing  Federal  Procurement  -  $22.5  billion  over  five  years:    The  defense 
portion  of  these  reductions,  $16  billion,  is  already  assumed  in  Secretary  Aspin's 
"bottom-up  review"  of  the  military  budget.  Discussions  are  currently  underway 
between  the  Administration  and  the  Senate  Governmental  Affairs  and  House 
Government  Operations  Committees  on  a  procurement  package  to  be  introduced  in  the 
next  few  weeks. 
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0  Reenginecring  Through  Information  Technology  -  S5.4  billion:   These  savings  are 
to  be  achieved  through  administrative  actions  which  will  consolidate  and  standardize 
information  infrastructure.   We  estimate  that  $1.0  billion  of  these  savings  can  be 
achieved  through  an  electronic  benefits  initiative  currently  being  developed  by  the 
Administration.   Also,  about  one  half  of  the  savings  here  are  to  be  achieved  in  the 
defense  budget. 

o  Reducing  Intergovernmental  Administrative  Costs  -  S3.3  billion  over  five  years: 
The  NPR  has  proposed  that  the  Federal  government's  reporting  requirements  be 
simplified  and  reduced.    State  and  local  governments  could  accept  a  fee  for  service 
option  in  place  of  existing  cost  reimbursement  procedures  in  return  for  greater 
administrative  flexibility. 

IMPLEMENTING  THE  NPR 

Let  me  discuss  some  of  the  highlights  of  what  action  has  been  taken  so  far  and  the 
Administration's  plans  for  further  implementation  of  the  National  Performance  Review 
recommendations,  they  include: 

o  Executive  Orders  and  Presidential  Directives 

o  An  "October  package"  including  NPR  spending  reduction  proposals,  rescissions, 
and  procurement  reform. 

o  FY  1995  budget 
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o  Personnel 

0  Government  Performance  and  Results  Act 

0  President's  Management  Council 

Executive  Orders  and  Other  Presidential  Directives 

The  Administration  has  issued  a  number  of  executive  orders  and  Presidential 
directives  in  its  effort  to  implement  the  National  Performance  Review. 

0  Improve  Interagency  Regulatory  Coordination  (Executive  Order):    On  September  30 
this  order  was  issued  to  clarify  regulatory  policy  in  the  Clinton  Administration.   It 
provides  for  yearly  meetings  between  the  Vice-President,  regulatory  advisors  and 
agency  heads  to  coordinate  regulatory  efforts.   The  Vice-President  will  review  and 
recommend  resolution  of  conflicts  between  agencies  and  OIRA,  the  Office  of 
Information  and  Regulatory  Affairs.   The  OIRA  Administrator  is  directed  to  convene 
a  Regulatory  Working  Group  with  agency  representatives  to  analyze  regulatory  issues 
and  will  meet  quarterly  with  representatives  of  local  governments  to  discuss  Federal 
regulations  with  significant  local  government  impact.   Agencies  must  submit  to  OIRA 
by  December  30,  1993,  programs  to  review  existing  regulations  to  make  them  more 
efficient  and  less  burdensome.    Agencies  will  designate  Regulatory  Policy  Officers  by 
November  30,  1993  to  oversee  regulatory  actions  and  ensure  that  they  conform  to  the 
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President's  policies.    OIRA  will  only  review  significant  regulatory  actions  and  will 
complete  the  review  within  strict  time  limits. 

0  Eliminate  One-Half  of  Internal  Regulations  (Executive  Order):  On  September  11 
Executive  Branch  agencies  were  ordered  to  undertake  elimination  of  50%  of  their 
internal  management  regulations  within  three  years.    OMB  is  to  issue  instructions 
implementing  this  order,  including  necessary  exemptions  for  the  delivery  of  essential 
services  and  compliance  with  the  law. 

o  Establish  Enterprise  Board  for  Empowerment  (Presidential  Memo):  The  President's 
Community  Enterprise  Board,  chaired  by  the  Vice-President,  was  established  on 
September  9  to  coordinate  Federal  programs  available  to  help  distressed  communities. 
The  heads  of  the  major  agencies  will  be  identifying  programs  which  assist 
communities  in  an  effort  to  direct  funds  for  economic  development  in  distressed 
communities. 

0  Create  Customer  Service  Programs  (Executive  Order):  On  September  11  agencies 
which  provide  significant  services  to  the  public  were  ordered  to  survey  their 
customers  and  report  on  the  surveys  by  March  1994.   The  information  gathered  on 
customer  satisfaction  will  be  used  to  judge  management  performance  and  allocate 
agency  resources.    Agencies  will  be  publishing  customer  service  plans  by  September 
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1994  which  identify  the  private  sector  standards  which  the  agencies  will  be  using  to 
evaluate  customer  service. 

o  Expand  Authority  of  Trade  Promotion  Coordinating  Committee  (Executive  Order): 
Chaired  by  the  Secretary  of  Commerce,  the  Trade  Promotion  Coordinating  Committee 
was  created  on  September  30  to  coordinate  trade  promotion  for  the  U.S.,  provide  a 
central  source  of  information  for  the  business  community,  and  ensure  better  delivery 
of  Federal  government  services  on  foreign  trade  to  U.S.  businesses. 

0  National  Partnership  Council  (Executive  Order):  On  October  1  this  Council  of 
government  and  labor  officials  was  created  to  advise  the  President  on  labor- 
management  relations  in  the  Executive  branch.  The  Council  has  been  directed  to 
propose  to  the  President  by  January  1994  the  statutory  changes  necessary  to  achieve 
needed  labor-management  partnerships,  reform  the  General  Schedule  classification 
system  and  create  a  flexible  hiring  system. 

o  Eliminate  President's  Intelligence  Oversight  Board  (Executive  Order).   On 
September  13  the  Intelligence  Oversight  Board  was  subsumed  under  the  President's 
Intelligence  Advisory  Board  as  a  standing  committee.   The  lOB  will  now  assume  the 
duties  of  the  President's  Intelligence  Oversight  Board. 
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October  Package 

As  you  know,  the  Administration  is  planning  to  send  to  the  Congress  a  package  of 
savings  proposals  later  this  month.  This  package  will  consist  of  ideas  generated  by  Vice- 
President  Gore's  National  Performance  Review,  rescissions  of  FY  1994  appropriations  bills, 
and  procurement  reform  legislation.  We  will  be  choosing  items  from  the  NPR  which  we 
think  can  be  enacted  in  an  extremely  fast  time  frame.  The  package  should  be  seen  in  terms 
of  a  downpayment  rather  than  the  end  of  legislative  action  on  the  NPR.  It  is  hoped  that 
such  a  package  will  pass  the  Congress  before  adjournment. 


FY  1995  Budget 

We  hope  to  have  the  bulk  of  the  NPR  proposals  reflected  in  the  President's  FY  1995 
budget.   In  fact  many  of  the  proposals  in  the  NPR  will  involve  complex  legislation  which 
will  take  the  Administration  some  time  to  develop.   Other  proposals  can  only  be  presented 
properly  in  the  context  of  an  entire  budget,  for  example  the  proposal  to  reduce  education 
programs  is  intended  to  be  offset  with  an  increase  in  other,  higher  priority  education 
programs. 
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Personnel 

As  you  know,  the  12%  reduction  in  the  Federal  workforce  -  a  reduction  of  252,000 
workers  -  proposed  by  the  National  Perfonnance  Review  is  a  very  ambitious  goal.   The 
President  issued  an  Executive  Order  last  January  requiring  a  reduction  of  100,000  workers 
by  the  end  of  FY  1995.   The  NPR  proposes  to  increase  that  number  by  152,000  by  the  end 
of  FY  1999.   0MB  will  be  encouraging  the  agencies  to  refer  to  National  Performance 
Review  recommendations  in  developing  their  personnel  plan,  including  closing  or 
consolidating  field  offices;  reducing  management  layering;  fuller  use  of  new  technology; 
reduction  in  regulation  and  red  tape  in  such  areas  as  personnel,  procurement,  budgeting,  and 
internal  management;  and  enhanced  employee  training  and  cross-training.   We  also  plan  to 
present  specific  five-year  personnel  levels  in  the  President's  FY  1995  budget. 

Also,  the  Administration  has  sent  to  Congress  a  "buyout"  proposal  offering  Voluntary 
Separation  Incentive  Payments  of  as  much  as  $25,000  to  selected  workers  who  leave 
government  service.     In  the  House  the  bill  has  been  introduced  as  H.R.  3218  and  I 
understand  hearings  are  being  held  on  the  measure  this  week.   This  legislation  is  critical  to 
our  effort  to  reduce  the  number  of  personnel  in  government  and  it  is  our  hope  that  it  can  be 
passed  as  soon  as  possible. 
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Government  Performance  and  Results  Act.  S.  20 

Signed  into  law  by  the  President  last  August,  S.  20  is  an  important  step  toward 
measuring  the  performance  of  Federal  programs.   0MB  will  soon  designate  a  set  of  agency 
pilot  projects  which  will  experiment  with  methods  of  measuring  government  performance.   I 
want  to  congratulate  the  Congress  for  moving  this  legislation  so  quickly.   As  you  know,  one 
of  the  frustrating  aspects  of  making  budget  decisions  is  that  we  do  not  have  good  information 
on  well  Federal  programs  work.   The  Government  Performance  and  Results  Act  will 
eventually  help  us  make  more  informed  choices  about  budget  priorities. 


President's  Management  Council 

On  October  1  the  President  created  the  President's  Management  Council.   Headed  by 
my  Deputy  Director  for  Management  Phil  Lader,  the  Council  will  be  retooling  management 
systems  throughout  the  Executive  Branch.   Each  agency  head  will  be  designating  a  Chief 
Operating  Officer  with  agency- wide  management  authority.   The  Council  will  be  engaged  in 
1)  personnel  downsizing,  2)   developing  plans  to  reduce  field  offices,  3)  improving  training 
for  Federal  employees,  4)  implementing  the  performance  measures  required  by  the 
Government  Performance  and  Results  Act,  and  5)  where  appropriate  implementing  other 
Administrative  proposals  from  the  National  Performance  Review. 
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Deficit  Reduction  and  Investment 

An  obvious  question  is  what  NPR  savings  can  be  used  to  reduce  the  deficit.   First,  I 
would  hope  the  Committee  and  the  Congress  look  at  the  NPR  as  a  way  to  make  government 
perfoim  better,  it  is  not  first  and  foremost  a  deficit  reduction  exercise.    Our  priority  must  be 
to  better  use  the  resources  we  now  have,  to  give  the  taxpayer  his  or  her  money's  worth  -  this 
is  the  focus  of  the  NPR. 

Second,  to  the  extent  we  have  savings  identified  by  the  NPR  we  should  ask  whether 
they  should  be  used  for  investments.    For  example,  there  are  billions  of  dollars  of  cuts 
identified  in  the  NPR  for  education,  but  they  are  specifically  reserved  to  offset  increases  in 
higher  priority  education  programs. 

Third,  it  is  essential  that  a  portion  of  these  savings  be  used  to  meet  the  discretionary 
caps  under  the  budget.   Cuts  will  have  to  be  identified  to  reach  those  caps.    Some  of  the 
NPR  cuts  may  have  to  be  used  for  that  purpose.    You  also  have  special  cases  like  defense 
which  has  already  assumed  procurement  and  personnel  reductions  in  its  bottom-up  review. 

Fourth,  as  we  move  beyond  these  issues  there  may  be  opportunities  to  dedicate  NPR 
proposals  passed  by  Congress  to  additional  deficit  reduction. 

We  should  proceed  carefully  and  rationally  on  this  question. 
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PROPOSALS  UNDER  THE  JURISDICTION  OF  THE  WAYS  AND  MEANS 
COMMITTEE 

I  would  like  to  briefly  discuss  those  elements  of  the  National  Performance  Review 
that  come  under  the  jurisdiction  of  the  Ways  and  Means  Committee.   I  hope  the 
Administration  can  fmd  common  ground  with  the  Committee  to  implement  a  number  of  these 
proposals. 

Internal  Revenue  Service 

o  The  IRS  should  publish  customer  service  standards  calling  for  faster  tax  refunds  and 
clearer  tax  forms. 

o  The  electronic  transfer  of  refunds  to  taxpayers  should  be  explored. 

o  The  IRS  should  determine  if  Federal  employees  are  delinquent  on  tax  debt  as  part 
of  the  debt  collection  efforts  called  for  by  the  NPR. 

o  The  payment  of  taxes  by  credit  card  should  be  explored. 

o  The  IRS  should  reallocate  its  staff  to  frontline  offices. 

0  The  program  of  tax  system  modernization  should  be  strengthened  and  continued. 

0  The  feasibility  of  electronic  filing  of  W-2  forms  should  be  considered. 


Social  Security  Administration 

o  The  Administration  should  publish  customer  service  standards  which  emphasize 
courtesy  to  the  public,  and  better  and  quicker  responses  to  inquiries. 
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o  The  Social  Security  Administration  should  be  allowed  to  use  the  debt  collection 
tools  (such  as  private  collection  agencies)  available  to  other  Federal  agencies  through 
the  Debt  Collection  Act  of  1982.   These  debt  collection  efforts  would  be  focused 
solely  on  those  who  should  not  be  receiving  Social  Security  benefits. 

o  Additional  Continuing  Disability  Reviews  should  be  conducted  to  remove  from  the 
rolls  those  who  no  longer  meet  the  SSA  definition  of  disability. 

o  Make  the  SSA  the  clearinghouse  for  death  information  (OBRA  1993  improved  the 
distribution  of  death  information  by  refusing  to  give  states  Federal  tax  information  if 
they  restrict  usage  of  death  information  provided  by  the  SSA  -  this  policy  was 
contemplated  in  the  NPR  report). 

o  Improve  processing  of  disability  claims  -  funds  have  been  provided  in  the  FY  1994 
appropriations  bill  for  a  new  computing  network. 


Health  and  Human  Services 

0  HHS  should  review  its  field  office  structure  and  report  on  opportunities  for 
consolidation. 

o  Barriers  that  now  legally  prevent  HCFA  from  openly  competing  with  all  possible 
bidders  to  process  Medicare  claims  should  be  removed. 


Customs 


0  Based  on  NPR  proposals  a  Customs  Service  Task  Force  has  been  organized  by  the 
Commissioner  to  look  at  options  for  modernization. 

0  The  consolidation  of  Customs  and  the  INS  should  be  explored  if  better  coordination 
between  the  two  agencies  does  not  occur. 


Bureau  of  Alcohol.  Tobacco  and  Firearms 

0  The  NPR  proposed  to  merge  the  BATF  into  the  Federal  Bureau  of  Investigation. 
o  A  firearms  licensing  user  fee  has  been  proposed  by  the  NPR. 
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Trade  Adjustment  Assistance 

o  A  complete  review  of  Federal  job  training  and  placement  efforts  has  been  proposed 
by  the  NPR  and  is  currently  taking  place  within  the  Administration. 

ERISA 

0  Electronic  filing  of  pension  plan  information  is  proposed. 

o  Ending  the  filing  of  summaries  of  pension  plans  with  the  Federal  government  is  also 
proposed. 

Electronic  Benefits 

0  An  Administration  task  force  is  following  up  on  an  NPR  proposal  that  calls  for 
greater  use  of  electronic  benefits  for  Federal  programs.  Such  benefits  could  include 
Food  Stamps,  AFDC  and  Social  Security. 

Railroad  Retirement  Board 

o  The  NPR  has  proposed  locating  Social  Security  benefits  for  railroad  workers  in  the 
Social  Security  Administration,  unemployment  benefits  in  the  unemployment 
insurance  system,  and  health  benefits  with  HCFA,  ending  the  situation  where  a 
separate  agency  administers  benefits  for  a  single  industry. 


Again,  I  appreciate  the  chance  to  discuss  the  National  Performance  Review  with  the 
Oversight  Subcommittee.   Implementing  the  NPR  will  be  an  tremendous  task,  but  I  think  the 
rewards  to  the  American  people  will  be  considerable.   I  look  forward  to  working  with  you  as 
the  next  steps  are  taken  on  the  National  Performance  Review. 
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Chairman  PiCKLE.  Well,  I  want  to  repeat  that  your  presentation 
and  your  general  recommendations  are  very  broad  and  bold,  and  I 
think  obtainable,  and  I  commend  this  commission  and  your  agency, 
Mr.  Panetta,  for  putting  this  together  through  the  Vice  President's 
office,  because  it  is  an  excellent  beginning. 

Now,  I  have  been  here  for  a  few  years,  Mr.  Panetta,  even  longer 
than  you,  and  that  has  been  a  long  time,  and  I  have  seen  these  rec- 
ommendations come  and  go.  Every  administration,  as  you  know, 
works  up  a  heat  and  makes  some  big  statements  and  then  it  dis- 
appears. 

I  said  in  my  statement  that  your  interest  is  going  to  start  wan- 
ing. You  made  big  recommendations  on  September  7  and  here  to- 
gether we  only  have  one  or  two  reporters  and  a  room  half  full  of 
people,  and  I  think  that  tells  you  something,  that  people  just  don't 
think  we  are  going  to  do  anything. 

I  don't  make  that  as  an  accusation,  I  just  say  factually  we  have 
to  say,  well,  we  have  to  prove  something,  if  we  are  going  to  do  it. 

I  have  some  questions  I  want  to  ask  you.  They  are  oroader  ques- 
tions than  those  that  affect  the  Ways  and  Means  Committee,  al- 
though we  want  to  come  back  to  that.  I  want  to  try  to  make  a  point 
here,  because  I  agree  with  what  you  said. 

I  think,  though  I  disagree  with  you  when  you  say  we  are  trying 
to  make  an  analysis  of  how  the  Government  works,  not  what  Gov- 
ernment should  do.  What  I  am  more  interested  in  at  this  point  is, 
of  course,  understanding  how  it  works,  and  what  should  we  do 
about  it. 

But  we  are  at  the  point  where  we  have  to  ask  ourselves  what 
should  we  do,  this  committee  and  the  other  committees.  And  I 
think  there  is  a  lot  of  things  we  can  do  to  speed  up  the  process. 

I  am  pleased  of  course  that  you  are  going  to  make  an  October 
recommendation,  and  that  you  have  asked  agencies  by  December 
1  to  submit  their  general  recommendations,  and  I  can  understand 
why  you  are  going  to  the  various  agencies  and  the  departments  for 
their  cooperation  and  you  are  also  appealing  to  Congress  as  to  how 
we  can  do  this. 

You  and  I  pretty  much  know  what  we  need  to  do.  The  question 
is,  can  we  speed  it  up,  can  we  reach  an  agreement? 

So  I  want  to  ask  you  specifically  now.  Some  of  your  recommenda- 
tions are  fairly  specific,  but  most  of  them  are  general,  about  50  or 
60  of  them  rather  general  recommendations. 

Now,  will  these  recommendations  be  translated  into  specific  leg- 
islative actions  later? 

Mr.  Panetta.  They  will.  We  are  obviously  beginning  that  process 
with  regard  to  the  October  package  in  which  we  will  address  about 
40  items  we  think  that  will  be  part  of  that  package,  somewhere  in 
that  vicinity.  And  that  will  be  done  on  the  basis  of  specific  legisla- 
tion. 

Obviously  some  of  this  can  be  implemented,  as  I  said,  adminis- 
tratively, and  some  of  it  will  be  included  in  the  1995  budget.  But 
ultimately,  either  through  administrative  action  or  legislative  ac- 
tion, we  will  address  each  of  those  recommendations. 

Chairman  PiCKLE.  Well,  can  you  tell  me  when  your  specific  rec- 
ommendations will  be  made  to  the  Congress  or  to  this  committee, 
or  how  you  are  going  to  do  it? 
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Mr.  Panetta.  The  October  package  we  are  currently  getting  the 
actual  drafting  of  the  proposals  from  each  of  the  agencies  and  de- 
partments. 

We  are  going  to  be  coordinating  and  putting  that  together  this 
week,  and  as  I  said,  our  hope  is  to  present  it  to  the  Congress  early 
next  week. 

Chairman  Pickle.  That  will  be  a  major  step. 

Mr.  Panetta.  Correct. 

Chairman  Pickle.  And  I  will  look  forward  to  seeing  those  things, 
because  we  need  to  be — have  specific  legislative  proposals. 

Now,  I  think  the  American  public  and  the  Congress  want  to  see 
Government  work  better.  If  you  asked  the  public,  they  would  say, 
we  very  much  want  to  see  your  reorganized  Government. 

But  as  you  said  in  your  statement,  they  don't  believe  you.  There 
is  a  deficit  of  trust,  I  think  you  put  it.  But  the  public  wants  it  done. 

Now,  of  course  some  of  these  recommendations  will  require  legis- 
lative action.  Can  you  tell  me  when  you  are  going  to  issue  all  the 
implementation  of  actions  that  are  not  legislative? 

Mr.  Panetta.  The  President  has  issued  about  14,  I  believe,  14 
Executive  orders  and  directives  up  to  this  point,  implementing  dif- 
ferent parts  of  the  NPR.  We  expect  that — we  have  a  total  of — we 
have  about  26  total. 

We  have  issued  14,  the  President  has  issued  14  Executive  orders, 
directives.  We  have  28  that  we  are  currently  working  on,  because 
obviously  we  want  to  do  it  carefully;  it  is  not  just  a  question  of 
throwing  it  together.  We  have  to  make  sure  that  it  is  done  in  a  way 
that  we  can  enforce  the  implementation. 

Chairman  Pickle.  I  am  sure  we  have  the  14  Executive  orders 
that  have  been  issued  and  the  others  that  you  intend  to  implement. 

Mr,  Panetta,  We  can  give  you  a  summary  of  those. 

Chairman  PiCKLE.  Yes,  I  would  like  those. 

Now,  who  is  going  to  act  as  the  enforcer  to  see  that  the  rec- 
ommendations are  implemented,  and  that  they  are  implemented 
successfully?  Who  in  the  Government  is  going  to  see  that  this  is 
done? 

Mr.  Panetta.  I  think  you  are  looking  at  the  two  who  are  going 
to  have  the  primary  responsibility,  Mr.  Chairman. 

Most  of  the  Executive  orders  basically  refer  to  the  Office  of  Man- 
agement and  Budget  being  responsible  for  following  up  on  the  reg- 
ulations or  guidelines  that  are  provided,  and  it  is  our  responsibility 
then  to  ensure  that  each  of  the  departments  and  agencies  are  basi- 
cally following  through  on  the  President's  specific  directives. 

Chairman  Pickle.  Then  you  are  saying  we  do  not  need  to  create 
a  new  enforcement  office,  that  0MB  will  be  the  enforcement  offi- 
cer? 

Mr.  Panetta.  The  Office  of  Management  and  Budget  will  do  the 
primary  enforcement,  and  obviously,  because  of  our  responsibility 
with  the  budget,  it  gives  us  some  leverage,  because  in  looking  at 
their  budgets  and  in  looking  at  agencies,  departments,  and  pro- 
grams, we  can  basically  determine  whether  or  not,  (a),  they  are  ad- 
hering to  the  Executive  orders  from  the  President,  but,  (b),  whether 
or  not  their  budgets  ought  to  be  viewed  in  light  of  how  effectively 
they  are  responding  to  the  President's  requirements. 
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Chairman  Pickle.  I  want  to  make  this  statement,  and  I  am  not 
being  personal,  but  many  of  us  in  Congress  feel  that  in  recent 
years  the  Office  of  Management  and  Budget  has  hardly  emphasized 
the  question  of  management. 

Not  too  many  years  ago,  we  were  going  to  reform  the  budget 
process  and  from  that  effort  emerged  the  Office  of  Management 
and  Budget.  I  think  the  0MB  in  recent  years  has  concentrated  on 
the  budget,  almost  totally,  and  how  can  you  cut  spending,  or  how 
can  you  get  a  budget  that  Congress  will  agree  to. 

And  I  think  there  has  been  less  emphasis  on  management  than 
there  should  have  been.  Now,  present  company  is  excluded. 

But  Mr.  Panetta,  perhaps  more  than  anybody  we  have  had  in 
many  years,  you  are  in  a  position  to  do  something  about  it.  You 
came  here  as  an  elected  Member  of  Congress,  pretty  much  on  the 
liberal  side,  we  will  say,  at  least  you  were  a  progressive  Democrat. 

Now,  you  were  here  over  a  period  of  time  and  you  have  served 
as  chairman  of  the  Budget  Committee,  and  that  is  a  tremendously 
important  post,  and  you  did  an  excellent  job. 

Now,  you  are  downtown,  head  of  0MB.  Very  few  men  in  our  time 
have  had  the  opportunity  now  to  take  this  next  big  step,  and  I  hope 
that  you  will  be  as  bold  as  you  can  and  speed  this  along.  If  we 
don't,  this  big  call  for  reform  is  going  to  fizzle  out  without  ever  hav- 
ing a  bang  to  it,  and  we  won't  see  anything  done.  We  may  even  be 
laughed  at  again. 

^ready  the  public  doesn't  think  reform  is  going  to  happen.  If  we 
delay  too  long,  the  people  won't  even  think  about  it  anymore  and 
they  will  already  begin  to  forget  about  it.  It  is  a  pity,  in  my  judg- 
ment, because  some  of  the  reform  that  you  will  be  putting  into 
place  are  extremely  worthwhile,  and  we  ought  to  be  giving  full  co- 
operation. 

So  what  I  want  to  see  is  some  action.  I  am  pleased  to  see  that 
you  have  made  a  recommendation  to  the  agencies  and  you  are  ask- 
ing them  for  their  specific  proposals. 

Now,  I  am  going  to  yield  to  the  other  committee  members,  but 
first  let  me  make  this  conclusion.  It  seems  to  me,  Mr.  Panetta,  that 
first  these  recommendations  are  good,  a  lot  more  can  be  added,  but 
they  are  good  and  they  ought  to  be  put  into  effect. 

In  my  opinion,  three-fourths  of  them  can  be  put  in  by  0MB  to- 
morrow. If  we  wait  for  the  reaction  of  the  departments,  we  can  ex- 
pect some  reasonable  recommendations,  but  they  are  not  apt  to  do 
them  on  their  own;  they  are  not  in  that  kind  of  business. 

They  seem  to  be  in  the  business  of  getting  more  funds  and  of 
managing  more  fiinds.  If  I  am  correct  in  that  analysis,  it  seems  to 
me  like  we  ought  to  cut  through  a  lot  of  these  general  proposals, 
stop  waiting  for  the  agency  recommendations,  and  that  0MB 
should  put  into  effect  three-fourths  of  these  recommendations. 

Now,  if  you  need  legislation  from  the  Congress,  you  ought  to  give 
me  a  list  specifically.  On  the  issue  of  payments  to  dead  persons,  we 
made  that  recommendation  for  2  to  3  years  before  we  could  get  it 
through,  and  it  took  us  2  years  to  get  it  through  the  Congress  when 
0MB  made — finally  agreed  to  it. 

But  we  had  the  hardest  time  getting  0MB  to  say  to  the  States, 
we  are  not  going  to  give  tax  information  unless  you  cooperate  on 
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death  information.  We  have  had  a  lot  of  these  cases,  and  I  want 
to  come  back  to  some  of  the  rest  of  them. 

But  if  I  am  correct  in  my  assumption,  I  am  asking  you  to  tell  me 
why  you  can't  put  into  effect  almost  immediately  most  of  these 
things,  and  if  you  can,  I  would  join  in  with  other  committees  to  say 
Congress  should  support  you.  We  ought  not  stand  back  and  say, 
you  do  it  instead  of  us. 

But  the  truth  of  the  matter  is  that  it  is  hard  for  the  Congress 
to  do  it  because  we  have  435  Members.  You  have  one  person  down 
there  to  do  it,  and  that  is  you. 

Now,  I  don't  want  you  to  be  a  czar  and  an  evil  influence  on  the 
legislative  process,  because  my  colleagues  wouldn't  approve.  But  I 
am  saying  that  most  of  this  can  be  done,  in  my  judgment. 

So  I  am  going  to  leave  my  questions  at  that  point  and  come  back 
for  some  more  specific  comments.  But  I  am  telling  you  that  we, 
one,  must  not  have  this  delayed.  If  we  take  another  year  to  get 
these  recommendations  and  massage  this  problem,  we  have  all 
gone  to  sleep,  we  will  have  a  "Midsummer  Night's  Dream"  this  fall 
and  next  summer  too. 

I  hope  we  don't  do  that,  because  the  public  is  yearning  for  us  to 
do  something.  That  is  my  general  feeling,  without  a  specific  legisla- 
tive recommendation.  But  I  am  concerned  that  we  have  to  put  leg- 
islation specifically  in  front  of  us,  and  then  second,  we  have  got  to 
have  an  enforcer.  We  have  to  have  an  agency  that  will  say  we  are 
going  to  do  this,  and  if  you  don't,  we  are  going  to  cut  you  off  or 
we  are  going  to  get  down  to  savings. 

That  way  we  can  save  these  millions  and  billions  of  dollars.  That 
way  we  can  have  these  personnel  cuts,  mostly  in  procurement  and 
other  fields. 

But  I  am  going  to  yield  at  this  point  to  Mr.  Houghton.  Do  you 
want  to  respond  to  this  now,  or  how  do  you  want  to  respond? 

Mr.  Panetta.  Let  me  briefly  respond  to  it.  I  think  Phil  Lader, 
my  Deputy  for  Management,  would  like  to  respond  as  well. 

Mr.  Chairman,  it  is  refreshing  to  hear  the  voice  of  experience,  be- 
cause' you  have  been  here  a  long  time  and  you  have  seen  exactly 
these  kinds  of  efforts  being  made  in  the  past,  and  you  know  why 
they  failed  in  the  past. 

Because  of  my  own  experience,  I  have  seen  a  lot  of  these  same 
efforts  made  and  what  happens  is  that  there  is  a  big  emphasis  on 
the  reforms,  but  there  is  very  little  followthrough,  because  it  is  in 
the  followthrough  that  it  really  counts. 

But  it  is  also  in  the  followthrough  when  you  actually — when  the 
rubber  hits  the  road  in  terms  of  constituent  groups,  in  terms  of 
people  who  are  concerned  about  field  offices  being  cut,  people  who 
are  concerned  about  consolidating  programs  that  are  favorites  of 
theirs,  people  who  are  concerned  about  special  projects,  people  who 
are  concerned  about  hurting  this  department  or  hurting  that  de- 
partment or  hurting  this  program  or  hurting  that  program.  There 
is  always  a  reason  why  we  can't  do  it. 

And  yet  everybody  wants  reform  in  Government.  Well,  we  have 
to  cut  through  that.  I  mean  we  have  to  be  able  to  say  to  the  Amer- 
ican people,  if  you  are  interested  in  reform,  it  is  going  to  involve 
everybody  having  to  bite  the  bullet  a  little  bit. 
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If,  in  fact,  we  are  interested,  for  example,  in  cutting  back  on  field 
offices  at  the  Agriculture  Department  because  we  don't  have  farm- 
ers in  every  district  where  we  have  field  offices,  then  it  makes 
sense  to  do  that. 

Now,  it  may  hurt  some  areas 

Chairman  Pickle.  Mr.  Panetta,  you  are  exactly  right.  You  know, 
though,  that  Congress  is  not  apt  to  do  away  with  those  field  offices. 

Shouldn't  we  adopt  a  policy  much  like  we  did  in  the  military  base 
closures,  just  all  or  none,  and  give  you  the  authority  to  do  it? 

Mr.  Panetta.  That  is  exactly  what  we  are  going  to  do. 

Chairman  PiCKLE.  All  of  the  people  are  going  to  complain  about 
it,  constituent  concerns  and  all  that,  and  that  is  true. 

But  the  Congress  feels  that  way,  and  that  is  why  we  don't  act. 
But  if  we  empower  you  with  the  authority  to  do  it,  then  you  can 
do  it.  And  I  say  that  in  some  instances  you  haven't  done  it.  Pardon 
me. 

Mr.  Panetta.  Well,  I  appreciate  your  trust,  although,  you  know, 
as  I  have  already  indicated  to  the  President,  one  of  the  roles  in  this 
job  is  to  be  the  in-house  son  of  a  bitch,  but  at  the  same  time  I  am 
not  sure  I  want  to  serve  that  role. 

Chairman  PiCKLE.  I  don't  know  of  any  director  of  0MB  that  took 
that  job  on  the  basis  of  becoming  popular.  But  you  have  got  it. 

Mr.  Panetta.  I  understand  that,  and  I  am  prepared  to  fulfill  it, 
but  I  want  to  do  it  in  a  way  in  which  we  walk  together  in  terms 
of  making  these  changes. 

And  that  is  why  I  think  it  requires  Presidential  Executive  orders 
to  make  very  clear  that  the  President  stands  behind  it.  When  you 
talk  about  a  difference,  the  President  of  the  United  States,  the  Vice 
President  of  the  United  States  are  firmly  behind  making  these 
changes. 

It  isn't  just  Leon  Panetta,  it  is  not  just  Phil  Lader,  it  is  not  just 
some  others,  it  is  the  President  and  the  Vice  President  who  want 
to  make  sure  that  these  changes  are  made,  and  that  is  why  the  Ex- 
ecutive orders  are  being  issued,  and  frankly,  that  is  why  we  are 
coming  up  with  an  October  cut  package. 

;NW  God,  the  last  thing  we  needed  to  do  in  a  year  when  we  asked 
for  $500  billion  in  deficit  reduction  is  to  come  up  with  another  sav- 
ings package,  but  we  are  going  to  do  that,  because  it  implements 
the  reforms  in  this  package. 

So  I  think  we  are  serious  about  doing  this,  but  we  are  going  to 
need  some  support  up  here.  We  can't  have — ^you  know,  if  you  give 
me  the  authority  as  Director  of  0MB,  the  fact  is  you  can  change 
it  the  next  day  if  you  don't  like  what  I  do. 

So  be  very  sure  that  the  Congress  is  willing  to  walk  step-by-step 
through  this  process. 

Chairman  Pickle.  Mr.  Panetta,  do  you  want  the  authority?  Do 
you,  0MB,  request  to  have  additional  authority  to  do  these  things? 

Mr.  Panetta.  I  think  I  have  sufficient  authority,  frankly,  by  vir- 
tue of  just  the  budget  and  the  budget  process. 

I  don't  think  I  need  more  authority,  but  I  also  want  to  make  very 
sure  that  when  we  move  on  these  issues,  that  the  Congress  is  not 
going  to  reverse  them  within  2  weeks. 

Chairman  Pickle.  All  right,  now,  can  you  answer  one  other 
question:  Has  the  leadership  of  this  administration  met  with  the 
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leadership  of  the  Congress,  both  sides  of  the  aisle,  to  say  that  we 
want  to  speed  this  process  up  and  we  want  you  to  give  0MB  extra 
authority:  Have  you  met?  Have  you  all  had  discussions  about  how 
we  will  support  0MB  if  you  take  these  steps? 

Mr.  Panetta.  We  have  met  with  the  leadership  with  regard  to 
the  October  package. 

Chairman  PiCKLE.  No,  I  mean  with  the  la  fuerza. 

Mr.  Panetta.  There  have  been  some  of  those  conversations,  Mr. 
Chairman. 

Mr.  Houghton. 

Mr.  Houghton.  You  guys  are  doing  so  good  I  hate  to  interrupt 
you.  The  cadence  is  pretty  fine.  Maybe  we  should  turn  the  whole 
Government  over  to  you  and  Leon,  J.J.  I  have  got  several  specific 
questions,  then  I  would  like  to  get  into  them,  but  I  would  like  to 
ask  the  overall  question,  as  you  know,  I  got  a  piece  of  my  skin  in 
this  process,  having  worked  in  here  1982,  but  let  me  just  put  on 
my  cynical  hat  for  a  moment. 

President  Johnson  had  a  thing  I  think  they  called  PPBS,  and 
Nixon  had  management  by  objectives,  and  Carter  had,  I  don't 
know,  zero-based  budgeting,  then  there  was  the  Grace  Commission, 
and  I  think  George  Bush  and  Gerald  Ford  were  smart  to  stay  out 
of  it. 

In  1982,  and  this  is  a  little  bit  apples  and  oranges  because  you 
have  to  adjust  to  present  values  and  things  like  that  which  don't 
really  equate,  but  we  had,  the  Grace  Commission  had,  something 
like  a  $430  billion  package.  That  was  pared  down  to,  I  don't  know 
what  it  was,  $200  billion  and  something.  That  was  on  an  $800  bil- 
lion cost  base.  You  have  a  $1.5  trillion  cost  base  now.  This  is  $108 
billion. 

I  think  that  you  have  said  or  others  have  said  that  a  good  por- 
tion of  the  Grace  program  went  through.  Where  did  it  all  go?  What 
happened  to  it?  Why  is  this  going  to  be  any  different?  Seriously  you 
are  putting  your  lifeblood,  the  most  precious  thing  you  have,  your 
time,  your  body,  your  family,  you  are  putting  your  lifeblood  into 
this  thing. 

Why  is  this  going  to  be  any  different  now?  That  is  the  thing  that 
bothers  me  more  than  anything  else.  Furthermore,  as  I  was  talking 
to  Mr.  Lader  down  here,  I  think  sometimes  we  are  penny-wise  and 
pound-foolish.  I  don't  know  the  specific  numbers,  but  I  remember 
looking  the  same  thing  up  the  other  day  that  you  always  stand  out 
there  and  say. 

By  Grod,  we  have  to  be  the  example,  and  so  you  take  the  first  cut, 
you  whack  away  at  your  numbers.  In  1948  you  had  something  like 
540  people.  In  1988  you  had  590.  I  don't  know,  something  in  that 
range.  You  don't  have  any  chance  to  think,  to  plan  or  to  sit  back 
and  put  things  in  perspective.  We  all  race  around — I  don't  know 
what  I  did  for  3  months — like  a  monkey  in  a  blizzard.  They  are 
doing  all  these  things.  Even  if  half  of  them  got  through,  what  did 
it  do? 

Now,  we  have  got  a  bigger  deficit  than  we  had  before.  If  I  had 
said  in  1982,  I  will  tell  you  what  I  will  do — if  you  could  increase 
your  expenses  over  the  next  10  years  by  50  percent,  I  will  double 
your  income.  It  would  have  been  a  pretty  good  deal.  What  hap- 
pened? We  still  got  that  structural  deficit.  So  it  is  a  big  question. 
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I  don't  mean  to  spend  too  much  time  on  it,  but  I  would  like  your 
approaches  because  some  of  the  other  questions  I  have  asked  you 
to  specifically  follow  through. 

Mr.  Panetta.  I  think,  as  I  have  said  to  the  Chairman,  I  think 
everyone  has  every  right  to  raise  the  same  questions  you  have 
about  why  is  this  going  to  be  any  different  from  what  we  nave  seen 
take  place  in  other  administrations,  and  actually  I  think  that  is 
healthy.  I  think  people  need  to  ask  those  questions  because  I  think 
if  everybody  just  kind  of  assumed  that  all  of  this  could  happen 
without  asking  those  questions,  they  are  wrong.  I  think  we  have 
to  be  vigilant.  I  think  we  have  to  keep  pushing.  I  think  the  dif- 
ference is  that  for  the  first  time  in  a  long  time  this  is  not  simply 
the  Grace  Commission  report  where  basically  Mr.  Grace  made  his 
recommendations  and  administrations  either  accepted  or  didn't  ac- 
cept recommendations  from  the  Grace  Commission. 

This  is  the  President  and  the  Vice  President  of  the  United  States 
saying  this  is  the  report  that  they  believe  in,  it  was  issued  by  this 
administration,  and  I  think  that  the  administration  has  to  be  test- 
ed based  on  how  we  implement  it. 

Now,  we  are  taking  steps.  If,  by  1995,  we  have  not  reduced 
100,000  Federal  employees  from  the  Federal  rolls,  then  we  haven't 
stood  by  our  word.  If  by  the  end,  near  the  end  of  this  decade,  we 
haven't  gotten  rid  of  252,000  Federal  employees,  then  we  haven't 
implemented  this  report.  If,  by  the  next  few  months,  we  haven't 
been  able  to  get  an  October  package  put  in  place,  it  will  not  be  be- 
cause we  haven't  presented  it  to  the  Congress,  but  it  will  be  be- 
cause of  some  reason  the  Congress  was  unable  to  move  this  pack- 
age through. 

We  hope  that  isn't  the  case,  but  we  are  willing  to  challenge  the 
Congress,  and  we  hope  that  the  Congress  will  be  able  to  respond. 
If  we  haven't  implemented  these  procurement  reforms  and  gotten 
the  savings  from  those  procurement  reforms,  you  will  have  plenty 
to  be  able  to  test  whether  or  not  we  are  serious  in  this  effort. 

I  mean,  I  think  that  as  always  the  proof  is  in  the  pudding,  and 
if,  in  fact,  we  can  deliver  on  the  requirements  that  are  here,  at 
least  show  that  we  are  moving  in  the  right  direction,  and  we  cer- 
tainly are,  I  think,  by  virtue  of  the  fact  that  the  President  has  al- 
ready issued  a  number  of  Executive  orders,  we  intend  to  issue 
more,  and  we  are  going  to  next  week  be  presenting  a  very  firm 
package  of  specific  changes  in  law  and  in  procurement  that  will  say 
let's  put  our  money  where  our  mouth  is  in  terms  of  these  changes 
that  we  are  trying  to  respond  here  in  a  way  that  I  think  is  different 
from  the  past. 

Listen,  I  am  not  in  this  business  just  to  simply  kid  the  American 
public  on  this  issue.  I  am  in  this  business  because  I  believe  deeply 
in  the  role  of  Government  and  the  fact  that  we  have  to  do  a  better 
job  in  serving  people,  and  I  won't  be  satisfied  unless  we  have,  in 
fact,  implemented  these  provisions. 

Mr.  Houghton.  I  will  follow  up  on  that  a  little. 

Chairman  Pickle.  Well,  I  thank  you  also  for  your  comments,  Mr. 
Panetta,  and  we  do  believe  you  are  sincere  and  we  believe  you  are 
capable,  and  we  think  you  can  do  this,  and  we  are  going  to  hold 
your  feet  to  the  fire.  I  also  sav  that  when  vou  come  back  to  Mr. 
Houghton  later,  when  you  saia  this  is  not  tne  Grace  Commission, 
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I  want  to  caution  you  that  Mr.  Houghton,  I  beHeve,  was  a  member 
of  the  Grace  Commission,  so  he  may 

Mr.  Panetta.  And  he  used  to  keep  asking  the  questions  in  the 
Budget  Committee,  what  about  the  Grace  Commission. 

Chairman  PiCKLE.  Mr.  Herger. 

Mr.  Herger.  Thank  you  very  much,  Mr.  Chairman,  and  I  share 
the  great  respect  for  you.  I  don't  know  of  anyone  who  President 
CHnton  could  have  chosen  for  this  very  difficult  task  that  you  have, 
Mr.  Panetta,  who  has  such  strong  bipartisan  support,  and  I  believe 
the  reason  for  that  is  your  history,  your  background  of  indeed  striv- 
ing hard  to  achieve  the  goals  that  you  are  achieving,  that  you  are 
working  to  achieve. 

Mv  question  is  a  followup  of  one  that  we  had  last  week.  Cer- 
tainly a  very  important  part  of  this  program  of  cutting  back  Gov- 
ernment, which  is  something  that  certainly  the  American  people 
are  looking  for  to  make  Government  work  more  efficiently,  is  that 
part  of  your  program  of  trimming  back  by  some  252,000  Federal 
employees,  as  you  mentioned,  and,  of  course,  any  program  that  we 
have  we  would  like  to  hope  that  is  going  to  work,  and  certainly  in 
looking  at  whether  it  is  going  to  work,  it  is  important  to  look  back 
at  what  we  have  done  in  the  past.  And,  again,  my  question  to  you, 
as  it  was  later  in  the  day  last  week  to  Lorraine  Green,  the  Deputy 
Director  of  Office  of  Personnel  Management,  both  of  you  were  not 
familiar  with  this,  but  referred  to  an  article  just  in  September  in 
one  of  our  local  newspapers  in  which  it  had  indicated  that  Presi- 
dent Clinton,  while  Governor  of  Arkansas,  had  put  in  what  would 
appear  to  be  a  similar  program  of  a  buyout  of  the  Federal — well, 
of  the  State  buyout,  and  at  that  time,  as  the  statistics  had  it,  in 
1988  there  were  1,100  State  of  Arkansas  employees  that  took  the 
buyout.  One  year  later  there  was  a  net  107  employees  fewer  than 
they  had  before. 

In  other  words,  almost  1,000  of  those  1,100  employees  were — or 
different  employees — were  rehired.  It  indicated  in  that  article  that 
the  State  saved  $7  million  in  payroll  costs.  However,  it  spent  an 
additional  $13  million  on  benefits,  and  it  ended  up  costing  the 
State  of  Arkansas  an  additional  $6  million. 

Well,  obviously  we  don't  want  to  do  something  that  would  be  a 
repeat  of  this  at  the  Federal  level  on  a  very  large  scale,  and  my 
question  to  you  is  what  is  the  difference?  I  would  hope  there  is  a 
difference.  I  would  hope  there  would  be  a  major  difference  between 
what  is  being  proposed  here  on  the  Federal  level  and  what  we  saw 
in  Arkansas. 

Mr.  Panetta.  If  I  could,  I  would  like  to  yield  to  Phil  Lader  on 
this  because  you  have  asked  that  question  before,  and  I  wanted  to 
make  sure  we  had  a  response  for  you  today. 

Mr.  Herger.  OK. 

Mr.  Lader.  Your  question  is  a  very  good  illustration  of  the  point 
that  Congressman  Houghton  was  making  before.  John  Templeton, 
that  legendary  investor,  once  said  that  the  words  in  the  English 
language  which  most  warrant  cynicism  are  "this  time  it  will  be  dif- 
ferent, so  you  raise  the  question  why  it  will  be  different,  and  you 
are  correct  that  by  appearances  one  could  think  that  what  is  being 
proposed  is  similar  to  what  you  are  reporting,  but  that  is  only  in 
the  journalistic  accounts. 
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Let  me  go  through  some  of  the  specifics  of  the  buyout  package 
which  this  administration  has  proposed.  In  fact,  this  package  has 
been  based  not  on  the  Arkansas  example,  but  on  the  very  success- 
ful Department  of  Defense  example,  and  let  me  point  out  some  of 
the  mechanics  of  this  to  prevent  the  kinds  of  situations  that  you 
refer  to. 

You  speak  to  the  fact  that  the  State  government  was,  and  you 
quoted  the  article  last  week,  was  "crippled  by  a  lack  of  competent 
workers,"  and  that  was  a  journalistic  account.  In  fact,  this  bill  pro- 
vides for  agencies  to  target  the  groups  of  staff,  to  limit  the  number 
to  specific  categories  of  individuals  and  not  to  have  a  brain  drain. 
It  is  not  a  general  offer.  It  is  targeted  very  specifically. 

You  pointed"  out  today  again  that  soon  thereafter  the  results  were 
far  different  from  what  had  been  proposed  because  the  number  of 
employees  was  not  that  much  lower.  In  fact,  the  proposed  plan  of 
this  administration  requires  that  for  every  two  buyouts  there  can 
only  be  one  replacement,  so  no  more  than  50  percent  of  the  posi- 
tions being  bought  out  can  be  replaced. 

You  asked  today  as  well  whether  it  is  possible  for  people  to  leave 
in  larger  numbers  than  proposed  when,  in  fact,  it  is  being  left  up 
to  each  agency  to  designate  the  specific  number  and  in  which  cat- 
egories. You  raised  today  the  problem  of  potential  cost  savings 
being  decimated  because  of  contributions  to  a  retirement  plan  or 
other  savings.  In  fact,  the  plan  being  proposed  by  this  administra- 
tion requires  that  a  specific  contribution  be  made  to  the  retirement 
plan  for  each  employee  bought  out. 

Finally,  and  most  importantly,  in  order  to  provide  a  general  cap 
under  the  Budget  Enforcement  Act,  we  have  the  general  caps 
under  the  budgets  that  will  be  provided  for  each  of  the  agencies. 
Any  buyouts  given  will  come  from  their  designated  budgets,  not 
from  a  separate  pool.  So,  in  fact,  the  agency  head,  secretary  or  di- 
rector, has  to  make  the  very  tough  decision  whether  to  spend  the 
money  for  a  program,  for  an  existing  employee  or  for  a  buyout. 

We  believe  that  the  aggregate  of  those  differences  from  the  plan 
that  you  just  described  from  journalistic  accounts  mean  that  this 
time  will  be  different. 

Mr.  Merger.  Well,  I  would  hope  it  would  be  different.  Let  me 
just  follow  up.  You  mentioned  that  there  could  not  be  more  than 
one  replacement  for  every  two  that  were  bought  out.  I  understand 
that.  We  could  be  paying — the  American  taxpayer  could  be  paying 
as  much  as  $25,000  per  employee. 

I  am  just  curious  why  would  it  not  be  one  for  one?  Why  would 
we  be  hiring  back  anyone,  any  replacement  for  someone  we  are 
buying  out? 

Mr.  Lader.  Because  the  agencies  perform  such  disparate  respon- 
sibilities and  duties,  it  may  well  be  that  you  have  an  individual 
who  is  a  clerk  typist  and  you  have  too  many  clerk  typists  and  you 
may  well  need  a  physicist,  so  that  position  as  a  position  can  better 
be  used  by  that  agency  with  someone  with  a  very  different  set  of 
skills  or  vice  versa.  I  am  not  trying  to  target  one  set  of  skills.  So 
it  helps  the  agencies  determine  where  they  have  perhaps  an  excess 
of  certain  categories  of  employees  and  allow  them  to  buy  back  to 
fill  other  needs  that  they  may  have  within  that  agency. 
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Mr.  Herger.  Well,  now,  that  brings  about  the  question  we  are 
talking  about,  252,000  employees  would  be  eliminated.  Is  that  a 
gross  number?  Are  we  talking  about  a  buyout  of  252,000,  and 
maybe  a  rehire  of  another  125,000? 

Mr.  Lader.  No,  that  is  the  net  number.  It  would  be  252,000 
fewer  positions  in  the  end  of  5  years  than  we  have  today,  which 
would  bring  the  Federal  employment  work  force  down  below  2  mil- 
lion, the  lowest  it  has  been  since  the  early  1960s. 

Mr.  Herger.  Then  one  last  question  on  this.  President  Clinton's 
original  plan,  as  I  understand,  had  that  they  would  eliminate 
through  attrition  100,000  Federal  employees.  I  guess  my  concern  is 
that  ii  now  it  is  out  that  we  are  going  to  be  paying  up  to  $25,000 
per  employee  on  some  of  these  100,000  who  were  going  to  be  leav- 
ing normally,  are  we  also  going  to  be  paying  them  $25,000,  or  what 
do  we  have  to  prevent  that? 

Mr.  Lader.  In  fact,  attrition  in  the  Federal  work  force  is  at  near 
historic  lows  and  has  been  for  some  time.  There  are  many  reasons 
for  that.  We  can  all  suggest  why  it  might  be.  So,  in  fact,  the  Na- 
tional Performance  Review  specifically  says  that  the  12  percent  re- 
duction in  the  Federal  work  force  will  be  accomplished  through, 
first,  preferably  attrition;  second,  enhanced  retirements,  buyouts 
and  the  like;  and  third,  such  other  means  as  may  be  necessary  by 
the  agencies  to  accomplish  the  downsizing,  the  streamlining  of 
their  bureaucracies. 

Mr.  Herger.  Well,  maybe  you  can  explain  to  me,  let's  say  we 
have  an  emplovee  who  through  attrition  was  planning  on  retiring 
and  all  of  a  sudden  the  word  is  out  that  they  are  going  to  be  paying 
$25,000.  Why  would  that  employee  not  go  and  cash  in  on  that 
$25,000  when  normally  he  would  not  be? 

Mr.  Lader.  That  is  an  excellent  question.  That  is  why  the  bill 
provides  that  the  individual  receive  either  the  severance  benefits  to 
which  he  or  she  is  eligible  or  $25,000,  whichever  is  the  lesser 
amount,  so  that  he  would  receive  the — I  am  sorry,  he  would  receive 
the  severance  benefits,  but  not  receive  the  $25,000  if  that  were  to 
be  greater  than  what  he  would  be  eligible  for  otherwise. 

Mr.  Herger.  Well,  I  hope  you  recognize  there  is  a  great  deal  of 
concern  probably  a  number  of  us  have,  particularly  since  again  this 
was  tried  before,  and  I  am  pleased  to  hear  that  we  are  trying  to 
do  it  differently  this  time,  but  I  would  hope  we  would  look  at  it 
very  closely  again.  Some  of  the  quotes  on  that  other  plan,  Senator 
Eugene  Bud  Canada,  quoting  from  this  article,  a  Democrat  from 
Mr.  Clinton's  hometown  of  Hot  Springs,  called  it  absolutely  disas- 
trous, and  another  Lloyd  George,  who  is  a  Danville  Democrat,  de- 
scribed it  as  the  worst  bill  that  has  been  passed  that  I  voted  for 
in  the  last  25  years.  So  I  would  hope  we  would  look  very  closely 
at  this. 

I  personally,  and  I  think  there  are  a  lot  of  taxpayers  who  have 
a  concern  if  we  are  buying  out  two  and  we  are  really  only — when 
we  are  replacing  somewhere  in  the  system  another  employee — I 
would  hope  that  we  get  our  money's  worth.  Anyway,  thank  you 
very  much. 

Chairman  PiCKLE.  Mr.  Panetta,  you  have  said  that  the  President 
has  issued  14  Executive  orders.  I  would  be  interested  in  knowing 
what  they  were  and  what  they  are. 
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Mr.  Panetta.  Yes,  sir. 

Chairman  Pickle.  Would  you  get  us  a  copy  of  those,  because  I 
would  like  to  make  those  14  Executive  orders  a  part  of  the  record. 

Can  you  tell  me  if  any  of  those  Executive  orders  affected  the 
Ways  and  Means  Committee? 

Mr.  Panetta.  I  do  not  believe  so. 

Chairman  Pickle.  Would  you  furnish  that  if  that  is  the  case? 

Mr.  Panetta.  I  think  most  of  them  related,  as  I  said,  to  person- 
nel issues.  There  was  also  the  regulation  issues.  There  was  the  es- 
tablishment of  the  Management  Partnership  Council.  There  was 
also  the  establishment  of  the  Management  Council  that  would 
oversee  the  implementation  of  these  proposals.  There  were  a  few 
others,  but  let  me  present  you  with  a  list  of  each  of  those  Executive 
orders  and  what  they  involved  and  then  you  can  make  a  better 
judgment. 

Chairman  Pickle.  That  would  be  fine.  We  would  be  glad  to  have 
that. 

[The  information  follows:] 
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EXECUTIVE  OFFICE  OF  THE   PRESIDENT  U !)    y- 


OFFICE  OF   MANAGEMENT  AND    BUDGET 

WASHINGTON,    DC.    20503 

October  21,  1993 


THE  DIRECTOR 


Honorable  J.  J.  Pickle 

Chairman 

Subcommittee  on  Oversight 

Committee  on  Ways  and  Means 

U.S.  House  of  Representatives 

Washington,  D.C.   20515 

Dear  Mr/jfiB^n'^ian: 


C^' 


Thi# responds  to  your  request  during  my  October  18,  1993 
testimony  at  the  hearing  on  the  National  Performance  Review  (NPR) 
for  further  information  about  the  Presidential  directives 
implementing  the  NPR  recommendations. 

Attached  is  a  listing  and  description  of  all  such  directives 
—  executive  orders  and  Presidential  memoranda  —  that  have  been 
issued  to  date.   The  listing  shows  the  thirteen  directives  that 
have  been  issued  and  gives  a  summary  of  the  contents  of  each 
directive. 

Please  let  me  know  if  we  can  provide  any  further 
information. 


Attachment 


Panetta 
ctor 
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NPR-REIiATED  EZECDTIVE  ORDERS  AND 
OTHER  PRESIDENTIAIi  DIRECTIVES 


1.  Eliminate  One-Half  of  Internal  Regulations  (Executive 
Order  (E.O.)  (9/11/93) 

Executive  Branch  agencies  are  ordered  to  undertake 
elimination  of  50%  of  their  internal  management  regulations 
within  3  years.   0MB  is  to  issue  instructions  implementing 
this  order,  including  necessary  exemptions  for  the  delivery 
of  essential  services  and  compliance  with  the  law. 

2.  Improve  Interagency  Regulatory  Coordination  (E.O.) 
(9/30/93) 

The  Vice  President  shall  meet  with  regulatory  advisors 
and  agency  heads  yearly  to  coordinate  regulatory  efforts. 
The  Vice  President  will  review  and  recommend  resolution  of 
conflicts  between  agencies  and  OIRA.   The  OIRA  Administrator 
will  convene  a  Regulatory  Working  Group  by  10/30/93  with 
agency  representatives  to  analyze  important  regulatory 
issues  and  will  meet  q[uarterly  with  representatives  of  local 
governments  to  discuss  Federal  regulations  with  significant 
local  government  impact.   Agencies  must  submit  to  OIRA  by 
December  30,  1993,  programs  to  review  existing  regulations 
to  make  them  more  efficient  and  less  burdensome.   Agencies 
will  designate  Regulatory  Policy  Officers  by  November  30, 
1993,  to  oversee  regulatory  actions  and  ensure  that  they 
conform  to  the  President's  policies.   OIRA  will  only  review 
significant  regulatory  actions  and  will  complete  the  review 
within  strict  time  limits. 

3 .  Establish  Enterprise  Board  for  Eiopowerment 
(Presidential  Memorandiim  (Memo))  (9/9/93) 

The  President's  Community  Enterprise  Board,  chaired  by 
the  Vice  President,  is  established  to  coordinate  Federal 
programs  available  to  help  distressed  communities.   The 
heads  of  the  major  agencies  as  Board  members  are  directed  to 
identify  by  9/24/93  programs  which  empower  commxinities  and 
make  funds  available  from  those  programs  for  empowerment 
zones  and  community  enterprises.   Board  members  are 
recxuested  to  identify  and  recommend  steps  to  be  taken  to 
further  economic  empowerment  for  distressed  communities. 
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4.  Create  Custaooier  Service  Programs  (E.O.)  (9/11/93) 

Agencies  that  provide  significant  services  to  the 
piiblic  are  ordered  to  survey  their  customers  and  report  on 
the  surveys  by  March  1994.   The  information  gathered  on 
customer  satisfaction  should  be  used  to  judge  management 
performance  and  allocate  agency  resources.   Agencies  shall 
publish  customer  service  plans  by  September  1994  which 
identify  the  private  sector  standards  reflective  of  the  best 
in  business  that  agencies  use  as  benchmarks  for  evaluating 
customer  service. 

5.  Escpand  Authority  of  Trade  Promotion  Coordinating 
Committee  (E.O.)  (9/30/93) 

The  Trade  Promotion  Coordinating  Committee,  chaired  by 
the  Secretary  of  Commerce,  is  to  coordinate  "trade  promotion 
of  the  United  States,  provide  a  central  source  of 
information  for  the  business  community,  and  ensure  better 
delivery  of  Federal  government  services  on  foreign  trade  to 
U.S.  businesses.   The  TPCC  shall  develop  a  strategic  plan  on 
Federal  programs  and  activities  in  support  of  U.S.  exports 
and  report  to  Congress  annually  beginning  in  September  1994 
on  the  plan's  implementation  and  revision.   The  strategic 
plan  shall  propose  to  the  President  through  OMB  an  annual 
unified  Federal  Trade  promotion  budget. 

6.  Establish  National  Partnership  Council  (E.O.)  (10/1/93) 

The  National  Partnership  Council  is  established  as  a 
body  of  government  and  labor  officials  to  advise  the 
President  on  labor -management  relations  in  the  Executive 
branch.   The  Council  shall  propose  to  the  President  by 
January  1994  the  statutory  changes  necessary  to  reform  the 
General  Schedule  classification  system  and  create  a  flexible 
hiring  system.   Each  agency  shall  create  labor-management 
partnerships  and  negotiate  with  unions  on  the  types  of 
employees,  tours  of  duty,  and  the  technology  and  methods  to 
accomplish  work. 

7.  Streaunlining  the  Government  (Memo)  (9/11/93) 

Agencies  must  submit  a  streamlining  plan  to  OMB  by 
December  1,  1993.   The  plans  should  address  ways  to 
decentralize,  simplify  agency  process,  improve  service, 
lower  costs,  and  improve  morale. 
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8.  Implementing  Management  Reform  (Memo)  (10/1/93) 

Each  agency  is  directed  to  designate  a  Chief  Operating 
Officer  to  oversee  agency  management.   The  President's 
Management  Council,  chaired  by  the  0MB  DDM  with  COO's  of  the 
major  agencies  as  members,  is  established  to  improve 
management  of  the  Executive  branch. 

9.  Eliminate  President's  Intelligence  Oversight  Board 
(E.O.)  (9/13/93) 

An  Intelligence  Oversight  Board  is  established  as  a 
standing  committee  of  the  President's  Foreign  Intelligence 
Advisory  Board.   The  lOB  assximes  the  duties  of  the 
President's  Intelligence  Oversight  Board. 

10 .  Establish  Advisory  Cotincil  on  National  ^nf omation 
Infrastructure  (E.O.)  (9/15/93) 

A  United  States  Advisory  Council  on  the  National 
Information  Infrastructure  is  established  in  the  Commerce 
Department  with  the  members  to  be  appointed  by  the 
Secretary.   The  Council  shall  advise  the  Secretary  on  a 
national  strategy  for  promoting  the  integration  of  hardware, 
software,  and  skills  to  connect  people  with  each  other, 
information,  and  services  through  computers. 

11.  Report  of  Regulations  Reviewed  (Memo)  (9/30/93) 

The  Administrator  of  OIRA  is  directed  to  monitor  OIRA's 
review  activities  and  report  on  them  to  the  President  and 
Vice  President  by  May  1,  1994.   The  report,  which  is  to  be 
published  in  the  Federal  Register,  should  address  any 
suggested  changes  to  the  Executive  Order  on  regulatory 
review. 

12.  Agency  Rulemaking  Procedures  (Memo)  (9/30/93) 

Agencies  are  directed  to  review  their  internal 
rulemaking  review  process  and  determine  how  to  streamline 
it.   The  heads  of  agencies  are  to  report  to  the  President 
and  Vice  President  on  the  results  of  the  review  by  3/31/94. 

13.  Negotiated  Rulemaking  (Memo)  (9/30/93) 

Agencies  are  directed  to  identify  to  OIRA  by  12/30/93 
at  least  one  rulemaking  in  which  the  agency  will  use 
negotiated  rulemaking  in  the  coming  year  or  explain  why 
negotiated  rulemaking  will  not  be  feasible. 
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Chairman  Pickle.  Now,  in  line  with  what  Mr.  Herger  asked,  I 
want  to  be  a  little  more  specific,  if  we  can.  You  said  there  is  going 
to  be  a  reduction  of  some  252,000  personnel  within  the  next  5 
years.  Can  you  tell  me  what  staffing  cuts  you  expect  to  make  at 
the  Internal  Revenue  Service? 

Mr.  Panetta.  Again,  what  we  have  basically  asked  each  of  the 
departments  to  do  by  December  1  is  to  present  us  with  a  summary 
of  where  they  would  get  their  attrition  and  their  reductions  within 
their  different  departments. 

Now,  we  are  looking  at  about  a  12  percent  reduction  in  the  Fed- 
eral work  force  between  now  and  1999,  so  we  have  basically  asked 
them  to  lay  that  out  over  that  period  of  time.  Whether  Treasury 
decides  to  include  any  reductions  in  the  IRS  will  be  up  to  Treasury. 
I  suspect  that  because  of  the  situation  at  IRS  just  in  terms  of  their 
ability  to  enforce  the  requirements  they  currently  have,  I  suspect 
there  will  not  be  much  there,  but  we  are  going  to  leave  that  judg- 
ment to  the  Secretary  of  the  Treasury. 

Chairman  Pickle.  Well,  since  you  know  that  they  probably  will 
not  be  asking  to  make  cuts  at  a  time  when  they  have  been  asking 
for  increases,  you  have  to  assume  that  there  will  probably  be  no 
cuts  there. 

What  kind  of  staffing  cuts  are  you  going  to  make  at  Customs? 

Mr.  Panetta.  Well,  again 

Chairman  Pickle.  That  would  be  left  up  to  Treasury  again? 

Mr.  Panetta.  We  at  0MB  have  not  said  you  have  to  cut  this 
many  people  from  this  and  from  that  or  for  some  other  area.  We 
allow  the  judgment  to  be  with  the  Secretaries. 

Chairman  Pickle.  What  kind  of  staffing  cuts  would  you  make  in 
the  Social  Security  Administration? 

Mr.  Panetta.  Well,  again,  we  have  asked  the  Secretary  to  look 
at  that.  We  do  think  that  in  each  of  these  departments,  when  it 
comes  to  people  involved  in  the  budget  process  and  in  the  procure- 
ment process,  when  it  comes  to  people  who  are  involved  in  general 
management,  that  there  are  areas  where  they  can  find  some  reduc- 
tions. They  are  going  to  have  to,  frankly,  because  every  department 
is  going  to  have  to  within  its  own  jurisdiction  respond  to  these  di- 
rectives. They  can't  just  put  this  all  on  one  department  or  another. 
Thev  are  all  going  to  have  to  participate. 

Chairman  Pickle.  I  can  understand  that  reasoning,  and  I  would 
hope  they  would  do  that,  but  it  is  likely  they  will  not  make  specific 
recommendations.  If  they  do  not,  what  are  you  going  to  do? 

Mr.  Panetta.  Well,  I  think  it  is — again,  I  am  already  in  a  situa- 
tion where  there  are  Secretaries  who  are  basically  appealing  deci- 
sions with  regard  to  FTE  ceilings.  We  had  a  situation  on  the  appro- 
priations bills  where  there  were — some  of  the  subcommittees  in- 
volved in  appropriations  were  establishing  a  floor  saying  you  could 
not  go  below  a  certain  level  with  regard  to  FTE  reductions. 

We  opposed  that,  basically  saying  it  was  counter  to  everything 
we  are  trying  to  do  with  regard  to  reinventing  Government.  Fortu- 
nately, I  have  to  tell  you  the  Chairman  of  both  Appropriations 
Committees,  Mr.  Natcher  and  Mr.  Byrd,  were  willing  to  support 
that,  but  I  expect  that  the  Secretaries  are  going  to  come  in  and 
make  requests.  We  will  try  to — there  will  be  some  areas  of  law  en- 
forcement where  I  think  we  are  going  to  want  to  protect  and  maybe 


55 

even  increase  the  amount  of  personnel  that  are  there,  but  that 
means  that  there  are  some  areas  where  they  are  going  to  have  to 
find  some  savings. 

Chairman  Pickle.  Our  subcommittees,  appropriation  subcommit- 
tees have  come  in  and  put  a  mandated  floor  on  personnel.  They 
have  said  in  New  York  you  have  got  to  have  a  certain  number  of 
IRS  workers,  you  can't  go  beyond  that  number.  Now,  I  am  pleased 
to  hear  you  say  that  both  Mr.  Natcher  and  Mr.  Byrd  said  that  they 
would  support  you  not  permitting  that,  but  that  is  going  on. 

Mr.  Panetta.  That  is  right. 

Chairman  PiCKLE.  We  nave  got  to  have  legislation  that  puts  a 
stop  to  that.  Will  you  be  making  that  as  a  recommendation? 

Mr.  Panetta.  We  already  have  fought  that  battle,  and,  as  a  mat- 
ter of  fact,  I  sent  a  very  strong  letter  to  the  committee  saying  that 
we  would  strongly  oppose  any  of  those  floors,  and  I  woula  be  more 
than  happy  to  support  further  legislation. 

Chairman  Pickle.  All  right,  Mr.  Panetta,  have  you  advanced  leg- 
islation with  that  as  a  specific  proposal? 

Mr.  Panetta.  Up  to  this  point,  I  haven't  found  it  necessary  be- 
cause we  have  been  able  to  win  those  battles  in  the  Appropriations 
Committees. 

Chairman  PiCKLE.  But  down  the  line  you  know  you  can't  just  ex- 
pect to  make  a  good  statement  and  appeal  to  your  colleagues  to  cut 
out  a  lot  of  these  personnel,  that  won't  happen.  Probably  in  that 
area  you  have  got  to  specifically  state  as  a  matter  of  policy  that 
that  can  be  done.  I  think  that  we  are  going  to  be  facing  that. 

Mr.  Lader.  Mr.  Chairman,  if  I  might  just  add  three  very  quick 
points.  On  that  point  the  confidence  that  you  have  shown  in  our 
director  really  goes  to  the  fundamental  importance  of  leaving  to 
0MB  this  right  sizing  of  the  executive  branch,  and  so  we  share 
with  you  that  concern. 

Chairman  Pickle.  I  don't  want  to  leave  it,  I  want  to  give  him 
the  authority  to  make  it  clear  that  he  has  authority  and  expect  him 
to  act.  I  just  didn't  want  to  trust  him.  I  want  to  say  you  have  got 
the  authority  and  expect  him  to  do  it.  I  just  think,  not  that  I  am 
trying  to  be  hard  about  it,  I  am  just  sure  you  have  got  to  be  prac- 
tical. 

If  you  are  going  to  make  these  savings  and  these  cuts,  these  re- 
ductions, you  have  got  to  have  somebody  that  has  the  authority  to 
do  it,  and  if  we  wait  for  the  Congress,  as  you  propose,  within  5 
years  you  are  going  to  see  we  have  done  this  and  after  5  years  we 
naven  t  done  it  you  can  hold  us  accountable.  Now,  that  sounds  pret- 
ty good,  but  that  old  dog  won't  hunt.  We  have  got  to  be  more  spe- 
cific with  the  Congress  and  with  people,  in  my  judgment. 

I  want  to  ask  you  some  additional  questions.  How  would  you  hold 
the — how  would  0MB  particularly  hold  these  various  agencies  ac- 
countable for  implementing  change?  Let  me  give  you  an  example. 

The  report  points  out  that  Federal  agencies  are  not  filing  their 
employment  tax  returns  in  time  and  have  been  late  in  paying  their 
employment  taxes.  We  had  a  hearing  on  this  within  the  last  year 
or  two.  It  was  kind  of  a  messy,  embarrassing  thing  because  various 
agencies  weren't  paying  their  employment  tax. 

Now,  if  the  Federal  Government  won't  pay  their  employment 
taxes  on  time,  I  don't  know  what  we — ^how  we  could  expect  anybody 
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else  to  do  it.  Now,  why  can't  something  be  done  about  that  right 
now?  We  still  haven't  changed  the  law. 

Should  we  specifically  change  it?  Do  you  have  the  authority  to 
say  to  an  agency  they  have  got  to  pay  their  employment  taxes? 

Mr.  Panetta.  Let  me  yield  to  my  Deputy  Director  for  Manage- 
ment. 

Mr.  Lader.  I  believe  we  do  have  the  authority  to  implement  that 
type  of  change,  and,  in  fact,  by  direction  to  the  Internal  Revenue 
Service  and  direction  to  each  of  the  agencies  I  would  hope  we 
would  have  significant  improvement  in  that.  For  that  very  reason 
under  the  CFOs  Act — excuse  me,  sir,  go  ahead. 

Chairman  PiCKLE.  Can  you  designate  under  the  law  now,  can 
you  designate  someone  at  the  Department  of  Treasury  or  Depart- 
ment of  Agriculture  who  must  see  that  those  employment  taxes  are 
paid?  Do  you  have  that  authority?  Can  you  take  action  if  they 
don't? 

Mr.  Lader.  Under  the  CFOs  Act,  I  believe,  I  am  authorized  to 
oversee  that  and  to  take  that  direction.  In  addition  to  that  we  have 
the  budget  process  which  allows  us  to  make  sure  that  that  is  being 
complied  with. 

Chairman  Pickle.  Well,  apparently  either  you  don't  have  the  au- 
thority or  you  don't  exercise  it  or  at  least  it  is  going  on,  so  I  say 
to  you,  here  again,  we  need  to  get  away  from  this  business  of  we 
think  we  can  and  we  believe  they  will  do  this,  and  we  hope  this 
will  happen.  I  think  we  ought  to  give  some  authority  to  someone 
to  do  something  about  it.  That  is  the  point  I  am  trying  to  make. 

Mr.  Panetta.  Mr.  Chairman,  if  I  could  just  follow  up  on  that,  I 
have  just  been  told  by  staff  that  because  of  those  concerns  we  are, 
in  fact,  now  requiring  that  this  information  be  provided  under  the 
Federal  procurement  policy  that  we  have  where  we  are  basically 
going  back  under  our  compliance  section  and  basically  saying  to 
them  give  us  the — make  sure  you  provide  us  with  the  computer 
file,  the  agency's  information  returns  so  that  the  data  can  be 
matched  against  the  IRS  tax  delinquent  file. 

Chairman  Pickle.  Well,  maybe  this  is  being  practiced  now. 
Should  we  have  an  Executive  order  saying  to  the  agency  you  have 
got  to  do  this? 

Mr.  Panetta.  Well,  it  is  the  law,  and  I  think  we  have  just  got 
to  enforce  the  law. 

Chairman  Pickle.  Now,  you  have  come  to  a  point.  Let  me  give 
you  an  example  about  enforcing  the  law.  This  committee  has  juris- 
diction primarily  over — with  Treasury  and  also  with  Social  Security 
on  the  implementation  of  their  programs.  We  have  got  a  messy  sit- 
uation on  the  disability  bills — disability  cases.  We  have  got  up- 
wards of  800,000  backlogged  cases,  and  we  can't  seem  to  get  any- 
thing done. 

Social  Security  has  got  the  money,  but  you  won't  give  them  the 
money  to  hire  the  people  to  hear  the  cases,  so  we  have  got  a  back- 
log of  700,000  or  800,000.  More  than  that  we  have  got  a  law  that 
says,  by  the  Congress,  that  you  must  complete  a  certain  number 
of  continuing  disaoility  reviews  and  make  a  report. 

Now,  that  is  the  law,  but  the  Social  Security  Administration  has 
discontinued  it  practically.  I  think  within  the  last  year  or  two,  SSA 
completed  some  50,000,  70,000,  when  it  should  be  some  400,000. 
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Now,  we  asked  you  about  it  and  we  can't  get  any  response  out  of 
Social  Security  to  do  that,  even  though  we  got,  by  the  end  of  this 
year,  we  will  have  1  million  cases  stacked  up,  and  yet  those  cases 
out  there  have  very  few  continuing  disability  reviews.  What  makes 
it  even  more  difficult,  you  say  you  don't  want  to  spend  the  money. 
We  know  if  you  spent  $1  for  continuing  disability  reviews  you  will 
make  $4  for  the  Government  for  the  trust  fund.  Yet  nothing  is 
being  done  about  it,  so  I  am  saying  to  you,  how  do  we  get  action 
when  we  pass  the  law  and  it  is  not  complied  with?  So  what  is  the 
answer  to  it? 

In  my  own  State,  and  each  one  of  us  can  feel  acutely  the  same 
concern  in  their  own  State,  we  have  been  trying  to  get  permission 
to  go  ahead  with  a  certain  type  of  approach  to  handle  these  cases 
quickly.  We  can't  get  SSA  to  even  approve  it.  They  have  it  under 
consideration  now. 

We  have  been  making  recommendations  for  years  from  this  com- 
mittee that  we  have  face-to-face  interviews,  and  maybe  doing  away 
with  the  reconsideration  step  of  the  Social  Security.  We  can't  get 
any  action.  So  I  am  saying  to  you,  Mr.  Secretary,  there  are  many 
cases  in  this  Government  where  we  have  got  cases  that  we  can 
make,  where  something  must  be  done,  where  it  is  the  law  and  it 
is  just  not  being  done. 

Now,  what  can  we  expect  to  do,  say,  in  the  Social  Security  field? 

Mr.  Panetta.  Mr.  Chairman,  I  met  with  Secretary  Shalala  last 
week  and  got  a  full  briefing  on  the  situation  with  regard  to  disabil- 
ity. It  is  a  disaster  waiting  to  happen,  if  it  hasn't  already  happened 
in  terms  of  the  size  of  the  case  load,  and  the  amount  of  appeals 
and  the  backlog  that  is  involved.  You  know  that  better  than  I  do. 

At  the  same  time,  the  Secretary  asked  for  some  relief  with  re- 
gard to  FTEs,  to  be  able  to  get  some  additional  people  involved  to 
try  to  help  reduce  some  of  the  case  load.  I  indicated  to  her  that  I 
was  more  than  willing  to  consider  that  request,  but  what  I  needed 
to  do  was  to  have  a  better  analysis  of  what  is  causing  the  current 
problems.  We  are  seeing  the  case  load  go  up  like  this. 

What  is  involved  here?  Who  is  coming  on  the  case  load?  Now, 
they  are  indicating  that  some  children  are  coming  on.  They  are  in- 
dicating that  there  have  been  some  cases  that  have  recently  been 
heard  that  have  brought  more  people  on  to  the  case  loads.  I  don't 
know  what  is  behind  it,  and  I  need  to  see  what  is  happening  be- 
cause just  to  provide  a  few  FTEs  on  one  end  without  correcting 
what  is  happening  on  the  other  end,  to  me,  doesn't  make  a  hell  of 
a  lot  of  sense,  so  what  I  have  asked  the  Secretary  to  do  is,  (a),  try 
to  give  me  the  best  analysis  of  why  these  cases  are  happening;  and, 
(b),  find  out  how  are  we  going  to  address  the  overall  problem. 

We  have  got  to  do  more  CDRs,  it  seems  to  me.  We  have  got  to 
do  more  disability  reviews.  We  have  got  to  look  at  existing  rolls 
right  now  to  find  out  what  is  happening,  and  we  aren't  doing 
enough  of  that.  As  a  matter  of  fact,  I  hope  in  the  October  package 
to  be  presenting  some  requests  for  funding  of  CDRs  so  that  we  can 
begin  that  process  because  we  think  this  is  an  area  that  demands 
some  serious  review  so  that  we  can  get  a  handle  on  it. 

Otherwise,  as  I  said,  I  think  it  is  going  to  cost  us  a  tremendous 
amount  of  money. 

Chairman  Pickle.  Well,  it  is  a  heartbreaking  problem. 
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Mr.  Panetta.  I  know  it. 

Chairman  Pickle.  We  know  primarily  the  number  of  cases  is 
going  up  and  up  because,  as  they  said  m  the  campaign,  it  is  the 
economy,  stupid.  We  know  when  times  get  tough,  more  and  more 
people  try  to  give  up  and  they  want  to  get  on  disability,  and  they 
won't  accept  the  fact  that  they  are  disabled  not  from  their  job,  but 
from  all  other  jobs,  and  they  give  up. 

Once  a  person  gives  up,  the  worst  thing  can  happen  to  that  indi- 
vidual, and  that  is  why  we  need  the  continuing  disabilitv  reviews. 
That  kind  of  gets  to  the  question  you  are  looking  for,  but  I  just 
make  that  as  a  point,  Mr.  Panetta,  that  many  cases,  and  I  have 
got  a  dozen  other  cases  here  I  want  to  present  to  you,  but  it  might 
need  an  hour  by  correspondence,  where  we  know  the  situation  is 
not  being  done,  and  we  all  know  it.  Congress  knows  it,  you  know 
it,  and  the  executive  knows  it,  and  if  we  know  it  and  it  is  the  law 
and  it  ought  to  be  changed,  then  somebody  ought  to  be  empowered 
to  do  it,  and  that  is  what  I  am  trying  to  get  at. 

Mr.  Houghton,  let  me  yield  to  you  for  additional  questions  now, 

Mr.  Houghton.  OK,  thank  you.  I  have  some  specific  questions, 
Mr.  Panetta  and  Mr.  Lader.  You  may  want  to  ask  them  back  and 
forth  any  way  you  want.  Let  me  just  take  one  more  crack  at  the 
Grace  Commission. 

The  Grace  Commission  was  considered  by  some  to  be  a  great  suc- 
cess. Ninety  percent  of  its  recommendations  passed,  but  in  effect 
that  is  the  number  of  recommendations.  Could  you  have  an  ele- 
phant and  an  ant:  where  really  only  about  $70  billion  out  of  the 
$400  billion  included  in  the  report,  so  that  is  about  15  percent,  so 
I  hope  it  is  going  to  be  more  than  15  percent  of  $108  billion.  So 
much  for  that. 

Now  my  specific  questions.  We  are  sort  of  running  out  of  time 
now.  I  mean,  you  have,  as  I  understand,  about  $12.6  billion  in  the 
October  package,  and  your  1995  budget  is  part  of  this,  but,  you 
know,  if  you  come  out  and  October  25,  that  week,  we  have  got  right 
through  Thanksgiving,  who  knows,  maybe  we  will  be  here  until  the 
end  of  the  year.  But  if  that  is  the  case,  that  is  pretty  fast  to  get 
your  program  through,  and  I  am  sure  you  thought  about  that,  but 
it  is  serious.  And  also  I  would  be  interested  in  whether  you  think 
under  any  circumstances  this  $12.6  billion  can  be  part  of  the  1995 
budget,  and  also  will  it  be  for  the  purpose  of  reaching  the  spending 
caps,  or  are  you  doing  that  in  addition  to  what  you  expect  to  reach 
those  caps  and  have  that  go  to  deficit  reduction? 

Mr.  Panetta.  The  package  in  October — ^first  of  all,  I  should  tell 
you  that  we  have  discussed  this  with  the  leadership  on  both  the 
House  and  Senate  side,  and  we  have  asked  for  expedited  action  on 
that  package.  My  understanding  is  we  have  the  convenience  on  the 
House  side,  obviously,  of  the  Rules  Committee  and  the  Speaker  in- 
tends to  basically  break  up  the  package,  send  it  to  the  committees 
of  jurisdiction  and  ask  that  they  report  back  in  10  days  on  these 
proposals  so  that  we  can  then  put  the  package  together  in  Rules 
and  then  bring  it  to  the  floor  with  whatever  amendments  may  be 
offered,  so  we  can  expedite  it  on  the  House  side. 

On  the  Senate  side  we  hope  that  once  the  House  passes  this 
package  it  will  put  greater  pressure  on  the  Senate  to  act  in  the 
same  fashion.  They  liave  more   serious  problems   with  regard  to 
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their  rules  and  their  abihty  to  enact  it,  but  I  think  it  is  an  instance 
where  pubHc  pressure  hopefully  will  come  to  bear,  and  we  will  get 
the  Senate  to  act  as  quickly. 

We  expect  that  the  bulk  of  that  package  will  go  for  deficit  reduc- 
tion. We  do.  We  are  considering  trying  to  use  the  savings  from  that 
package  to  help  fund  the  crime  bill  which  is  going  to  be,  because 
of  additional  law  enforcement  requirements,  cops  on  the  beat,  et 
cetera. 

We  are  looking  at  perhaps  anywhere  from  $2  to  $3  billion  being 
needed  for  that  particular  bill,  but  the  bulk  of  it  we  are  hoping  to 
put  to  deficit  reduction,  which  means  reducing  it  below  the  caps. 

Mr.  Houghton.  I  have  one  other  question.  It  is  sort  of  general, 
but  it  gets  down  to  specifics.  If  you  look  at  a  budget,  you  would  like 
to  know  how  you  are  going  to  get  there  and  you  have  got  some 
numbers  out  there,  but  I  don't  really  know  how  you  are  going  to 
get  there,  and  obviously  this  involves  a  certain  amount  of  faith. 
You  have  got  $36  billion  in  programs,  and  there  are  a  variety  of 
programs  which  say  something  like  "cannot  be  estimated,"  and  that 
is  OK,  but  somebody  some  day  has  to  estimate  them,  and,  you 
know,  the  train  has  left  the  station  and  is  moving  along  here,  and 
rather  than  doing  a  Hail  Mary,  at  some  point  somebody  has  to  get 
some  specifics  here. 

You  have  another  thing  which  says  reinventing  Federal  procure- 
ment: $22.5  billion,  period.  Without  any  sort  of — anything  beneath 
that.  Now,  there  is  no  reason  for  you  to  tell  me  the  specifics,  but, 
you  know,  that  is  a  big  figure.  One  of  the  problems  when  you  are 
dealing  with  these  meganumbers  and  when  you  are  dealing  with 
this  great  public  relations  effort  and  this,  the  American  people  are 
really  looking  for  you  to  come  through,  and  I  just  wondered  wheth- 
er you  had  the  confidence  those  things  are  going  to  be  put  in  place? 

Mr.  Panetta.  Let  me  yield  to  Phil. 

Mr.  Lader.  If  we  erred,  we  erred  on  the  side  of  being  conserv- 
ative, and  let  me  explain  why  that  is  the  case.  We  could  have  made 
some  estimate  of  many  of  those  CBE  (cannot-be-estimated)  num- 
bers, but  it  was  felt  that  we  must  wait  until  we  have  a  specific 
package  or  a  specific  order  that  addresses  it.  At  that  time  we  can 
quantify  what  the  specific  amount  would  be,  so  this  total,  more 
than  $100  billion  does  not  include  those  cannot-be-estimated  fig- 
ures. Rather  than  building  that  number  up  higher,  we  simply 
thought  we  would  take  the  more  conservative  approach  and  leave 
that  for  estimation  when  the  specific  package  was  presented. 

The  second  point  you  make  regarding  Federal  procurement,  the 
methodology  on  that  was  very  simple.  We  took  the  $200  billion  of 
goods  and  services  bought  last  year,  and  we  saw  that  a  variety  of 
private  sector  studies — and  specifically  the  most  in-depth  study 
done  in  the  Defense  Department  where  most  of  the  Federal  pro- 
curement occurs — could  achieve  12  percent  procurement  savings  by 
the  implementation  of  the  elements  of  procurement  reform  to  be  in- 
cluded in  our  package. 

We  felt  if  we  took  5  percent  of  that  number  rather  than  12  per- 
cent, that  would  be  a  more  conservative  approach,  and  so  that 
number  came  from  that  type  of  5  percent  estimate.  So  in  both 
cases,  the  error  if  there  is  one,  is  being  more  conservative. 
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And  to  your  colleague  I  should  say,  lest  I  am  confusing  to  any 
potential  retiree  who  thinks  he  or  she  would  not  be  able  to  get  the 
full  retirement  benefits,  my  reference  before  was  to  the  difference 
between  potential  severance  pay  and  the  $25,000.  Certainly  every 
employee  would  get  whatever  Federal  retirement  benefits  he  or  she 
is  entitled  to. 

Mr.  Houghton.  I  have  got  one  final  question  for  you,  Mr.  Lader 
or  Leon,  whatever  you  want.  You  know,  there  has  been  a  lot  of  talk 
and  there  always  is  about  double  accounting,  and  so  the  question 
is  really  what  is  the  baseline?  In  other  words,  you  say  you  are 
going  to  save  x  amount  of  money  in  the  military.  Is  that  already 
in  the  budget  or  isn't  it? 

You  are  going  to  252,000  people,  what  part  is  in  the  budget?  I 
see  that  you  have  got  100,000  out,  but  is  252,000  in  your  program 
or  is  152,000  in  your  program? 

Mr.  Panetta.  All  right,  that  is  a  good  question.  We  have  always, 
in  explaining  this,  made  clear  that  a  part  of  this  was  in  reference 
to  the  Executive  order  that  the  President  had  already  issued  with 
regard  to  the  100,000.  So  if  you  look  at  that  first  line  on  streamlin- 
ing, of  that  amount,  $40  billion,  $26  billion  is  basically  built  into 
what  the  Defense  Department,  as  well  as  what  other  agencies  have 
to  achieve  in  savings  if  they  are  going  to  achieve  the  100,000  fig- 
ure, so  you  could  say  that  that  $26  billion  is  already  in  the  1994 
budget  baseline. 

The  other  number  is  on  procurement,  that  is  $16  billion  on  pro- 
curement is  largely  in  the  bottomup  review  in  the  Defense  Depart- 
ment. They  are  assuming  that  they  can  achieve  that  $16  billion  in 
procurement  as  part  of  their  defense  savings.  So  out  of  the  $108 
billion,  I  would  say  that  $42  billion  of  that  is  basically  already 
areas  that  we  have  anticipated  in  savings  and  about  $66  billion  of 
that  or  more  is  basically  new  savings  to  be  achieved. 

Mr.  Houghton.  OKL  So  the  program  really  is  in  the  $60  billion 
plus  range.  All  right.  Thank  you  very  much. 

Chairman  Pickle.  Mr.  Herger. 

Mr.  Herger.  Thank  you,  Mr.  Chairman.  The  administration  is  in 
the  end  stating,  now  we  are  talking  about  $60  billion  approxi- 
mately rather  than  the  $108  billion,  at  least  that  is  the  new  sav- 
ings, the  additional  savings. 

Mr.  Panetta.  I  don't  want  to  underestimate  it,  but  we  haven't 
achieved  yet  the  100,000  in  reductions,  and  we  have  not,  obviously, 
achieved  the  procurement  savings  until  we  pass  procurement  re- 
form, but  we  have  assumed  that  those  savings  would  be  put  in 
place,  so  that  is  the  difference. 

Mr.  Herger.  OK.  Well,  whatever  it  is,  $108  billion  and  $60  bil- 
lion, this  amount,  my  question  is  would  this  be  used  for  deficit  re- 
duction? And  my  question,  you  mentioned  earlier  a  part  of  it  that 
would  be  used  to  be  spent  in  another  program.  I  am  curious  is 
there  some  more? 

Specifically,  there  is  a  New  York  Times  article  on  October  13 
that  stated,  "The  administration  officials  plan  to  use  some  of  the 
savings  for  Mr.  Gore's  efforts  to  finance  spending  on  President 
CHnton's  investment  programs,  including  retraining  and  high 
speed  trains."  Is  this  an  accurate  statement  and  would  the  admin- 
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istration  or  is  the  administration  willing  to  reduce  discretionary 
spending  by  this  full  amount? 

Mr.  Panetta.  As  I  have  indicated,  really  the  savings  that  flow 
from  this  package — first  of  all,  I  have  to  tell  you,  I  always  get  a 
little  bit  concerned  when  people  either  start  spending  money  or 
start  reducing  the  deficit  with  proposals  that  we  still  don't  have  in 
place. 

When  we  start  delivering  on  these  proposals,  then  I  will  feel  a 
little  more  comfortable  about  debating  now  they  will  be  used,  so  let 
me  just  caution  everybody  that  the  first  step  here  is  let's  focus  on 
the  changes  that  have  to  be  made  and  get  those  done  before  we 
start  either  deciding  to  reduce  the  deficit  or  putting  it  to  other  sav- 
ings, but  I  think  the  goal  that  we  are  after  here  is  basically  to  tar- 
get several  areas. 

One  is  clearly  we  do  want  some  of  this  to  go  for  deficit  reduction. 
In  the  October  package,  we  think  the  largest  part  of  that  will  go 
for  deficit  reduction.  We  do  think  that,  obviously,  in  the  1995  budg- 
et, because  the  target  that  has  been  established  there  us  a  hard 
freeze  target,  that  some  of  these  savings  ought  to  be  used  for  pur- 
poses of  reaching  those  caps. 

It  is  the  same  problem  that  we  are  seeing,  for  example,  at — if 
you  went  to  HHS,  the  Department  of  Health  and  Human  Services, 
if,  in  fact,  they  are  going  to  put  more  people  into  FTEs  or  deal  with 
the  issue  of  trying  to  enforce  the  problem  in  disability  or  if  they 
are  going  to  be  involved  in  trying  to  service,  for  example,  the  im- 
munization program,  then  they  are  going  to  have  to  cut  some  place 
within  their  caps. 

If  there  are  some  savings  here  that  they  could  use  in  order  to 
stay  within  those  caps,  then  that  flexibility  is  important  for  the  de- 
partments and  agencies  to  have.  Third,  there  are  some — for  exam- 
ple on  the  crime  bill  if,  in  fact,  we  are  going  to  add  additional  costs 
for  the  crime  bill  as  a  result  of  either  increased  police  or  commu- 
nity policing  efforts  or  law  enforcement,  that  we  may  want  to  dedi- 
cate part  of  the  savings  for  that  purpose  as  well,  so  all  three  of 
those  areas,  I  just  think  we  ought  to  stay  flexible  depending  on  the 
priorities,  but  clearly  the  major  effort,  particularly  on  the  October 
package,  ought  to  go  for  deficit  reduction. 

Mr.  Herger.  Do  you  have  an  estimate?  You  mentioned  the  larg- 
est part  of  that  in  your  present  planning. 

Mr.  Panetta.  I  don't  have  a  final 

Mr.  Herger.  Do  you  have  a  ballpark  idea  of  how  much- 


Mr.  Panetta.  I  don't  have  a  final  number  on  the  overall  package 
itself.  We  are  estimating  that  the  package  would  be  somewhere  be- 
tween $12  and  $15  billion,  but  since  I  haven't  made  any  decisions 
with  regard  to  the  rescission  package,  which  will  be  a  part  of  the 
October  package,  I  can't  give  you  a  firm  number  as  to  what  the 
overall  package  will  be.  But  I  think  I  can  tell  you  that  at  least,  you 
know,  $2  out  of  $3  will  go  for  deficit  reduction. 

Mr.  Herger.  You  mentioned  $12  billion.  Is  that  $2  out  of  $3  of 
the  $108  billion,  $2  out  of  $3 

Mr.  Panetta.  It  is  $2  out  of  $3  of  the  October  package,  whatever 
that  package  will  be. 

Mr.  Herger.  And  that  package,  is  that  what  you  were  saying 
was 
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Mr.  Panetta.  We  are  estimating  it  could  be  $12  to  $15  billion; 
it  could  be  slightly  higher.  Obviously,  if  you  used  our  procurement 
number  of  $22  billion,  you  could  have  a  package  in  excess  of  $30 
billion,  but  I  wanted  to  be  honest  with  all  of  the  members  when 
I  have  testified.  The  fact  is  CBO  will  probably  score  that  procure- 
ment number  as  somewhere  from  $3  to  $5  and  therefore  it  will  be 
much  smaller,  so  I  am  assuming  that  we  are  looking  at  a  package 
of  somewhere  around  $12  to  $15  billion. 

Mr.  Herger.  So  your  estimate  is  $2  out  of  $3  of  the  $12  to  $15 
billion  would  be  used  for  deficit  reduction? 

Mr.  Panetta.  That  is  correct. 

Mr.  Herger.  Then,  again,  getting  back  to  the  $108  billion  over 
5  years,  with  the  exception  of  that  $2  or  $3  or  portion  of  that  $12 
to  $15  billion,  the  rest  of  it  will  be,  what,  redirected  to  other  pro- 
grams? 

Mr.  Panetta.  Obviously,  a  portion  of  that  is  already  in  place  in 
order  to  meet  the  targets,  as  I  have  said,  with  regard  to  the  De- 
fense budget.  You  don't  want  to  double  hit  the  Defense  Department 
by  reducing  the  caps  by  the  number  that  they  already  need  just  to 
meet  the  savings  that  they  already  are  required  to  do  under  the 
Budget  Act,  and  so  that  is  the  $16  billion  on  procurement,  $26  bil- 
lion on  cuts,  and  the  100,000  is  already  built  into  it. 

Of  the  remaining  $60  billion,  as  I  said,  $12  to  $15  billion  of  that 
is  going  to  be  included  in  the  October  package.  The  remaining  part 
of  that  will  be  in  the  1995  budget,  along,  obviously,  with  some  sav- 
ings to  be  achieved  by  Executive  orders,  but  those  will — we  would 
estimate  will  largely  be  used  just  to  meet  the  caps  that  have  al- 
ready been  established. 

In  other  words,  we  have  a  hard  freeze  to  meet.  These  agencies 
and  departments  are  going  to  need  those  savings  in  order  to  meet 
those  caps. 

Mr.  Merger.  Then  again  of  the  $108  billion,  most  of  that  will  be 
spent  somewhere  else,  but  on  another  area,  the  proposal  acknowl- 
edges that  it  costs  business  and  individuals  at  least  $430  billion 
each  year  to  comply  with  external  Federal  regulations,  but  the  pro- 
posal only  calls  for  a  50  percent  reduction  in  internal  Government 
regulations. 

Shouldn't  we  be  also  aiming  to  reduce  the  burden  of  external  reg- 
ulations by  50  percent? 

Mr.  Panetta.  That  was  the  purpose  of  the  Executive  order  that 
I  mentioned  by  the  President  on  regulatory  reform,  that  is  basically 
the  regulatory  coordination  proposal.  It  was  an  Executive  order 
that  was  issued  on  September  30.  The  main  point  of  that  is  to  clar- 
ify and  try  to  simplify  and  reduce  the  regulatory  burden  that  is  out 
there,  and  that  is  dealing  with  the  external  regulations  that  occur. 

We  are  trying  to  improve  not  only  the  way  the  process  works 
now  in  terms  of  reviewing  those  regulations,  but  also  take  into  con- 
sideration the  cost  impact  in  terms  of  the  economy  and  the  private 
sector,  so  the  President  has  taken  steps  with  regard  to  external 
regulations.  With  regard  to  internal  regulations,  it  gives  you  a  little 
more  flexibility  to  say  cut  those  exactly  in  half  because  those  relate 
basically  to  secretarial  admonitions  to  employees  to  do  one  thing  or 
the  other. 
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It  is  a  little  harder  to  say  we  ought  to  cut  external  regulations 
bv  50  percent  because  many  of  them  relate  to  laws  passed  by  the 
Congress. 

Mr.  Herger.  ok.  Well,  thank  you.  I  have  no  further  questions, 
Mr.  Chairman. 

Chairman  PiCKLE.  Mr.  Houghton,  do  you  have  other  questions? 

Mr.  Houghton.  If  you  wouldn't  mind,  I  have  got  a  couple  of  ad- 
monitions. From  the  record  of  the  Grace  Commission,  you  saved  $1 
and  you  spent  $1.50.  Now,  I  don't  know  what  it  was  with  the  Hoo- 
ver Commission,  I  don't  know  what  it  was  with  some  of  the  other 
things,  and  my  impression  is  that  the  President  is  a  heartful,  car- 
ing individual  who  sees  so  many  things  out  there  and  certainly  has 
responded  in  Congress  to  lots  of  other  people  who  want  to  do  these 
things,  but  for  every  $1  you  save,  the  worry  I  have  is  that  there 
will  be  $1.50  or  more  spent  on  some  others.  So  I  just  hope  that  you 
would  try  to  crank  that  down. 

I  know  we  have  a  PAYGO  system,  but  frankly  it  doesn't  work 
that  good  because  I  sat  up  here  the  other  day  and  we  were  talking 
about  unemployment  insurance,  and  we  had  to  break  the  Budget 
Act  again.  The  other  thing  is  that  you  mentioned  during  your  testi- 
mony something  about  you  already  indicated  to  these  fellows  that 
they  might  have  to  take  a  look  at  the  10  percent  hit,  and  far  be 
it  from  me  to  try  to  tell  you  how  to  run  your  operation,  but  you 
know  there  are  some  people  who  have  done  a  pretty  good  job. 

I  don't  know,  but  my  impression  is  Social  Security  does  a  good 
job;  1  percent  of  their  receipts  are  in  administration.  I  don't  know 
of  any  other  agency  that  does  that.  They  send  out  30  million  checks 
every  month.  They  are  pretty  darn  good,  so  to  just  10  percent 
across  the  board  when  certain  people  do  a  good  job  and  maybe  oth- 
ers are  a  little  sloppier  may  hit  some  of  the  agencies  that  you  don't 
want  to  hit. 

Mr.  Panetta.  I  don't  think  this  will  come  as  a  shock  to  you,  but 
for  every  one  of  you  who  defends  Social  Security  or  IRS  or  what 
have  you,  there  is  a  Member  out  there  that  will  defend  every  pro- 
gram that  we  have  to  touch  in  some  way. 

Mr.  Houghton.  And  I  am  not  defending  Social  Security.  I  just 
used  it  as  an  example  that  sometimes  10  percent  across  the  board, 
you  know,  comes  back  to  bite  you. 

Mr.  Panetta.  I  know.  I  think  that  is  part  of  the  problem  here 
is  that  no  matter  what  agency,  no  matter  what  department,  wheth- 
er it  is  Labor,  whether  it  is  Justice,  whether  it  is  EPA,  whether  it 
is  Housing,  whether  it  is  HHS,  you  name  it,  there  is  somebody 
somewhere  who  is  going  to  say,  wait  a  minute,  that  is  a  pretty  good 
program,  that  has  got — that  is  pretty  good  spending.  This  is  OK, 
why  are  you  touching  this,  why  are  you  getting  rid  of  this,  why  are 
you  cutting  back  on  this? 

I  mean,  everybody  can  ask  that  question  because  somebody 
somewhere  was  involved  in  producing  the  damn  program  to  begin 
with. 

Mr.  Houghton.  I  understand.  I  understand,  but  the  question 
dealt  with  the  resolution  of  it  rather  than  the  horror  story,  and  I 
have  been  through  those  things  myself  a  million  times.  You  have 
a  different  constituency,  but  it  is  tough  when  people — what  is  the 
incentive  for  people  who  do  a  good  job  and  really  try  to  keep  the 
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cost  down  and  all  of  a  sudden  the  next  year,  because  this  thing  has 
ballooned  out  of  control,  everybody  gets  a  10  percent  cut  across  the 
board. 

Chairman  Pickle.  Mr.  Panetta,  I  made  the  recommendation  ear- 
lier that  0MB  should  be  expected  to  implement  a  lot  of  these 
changes  and  to  do  them  almost  immediately,  not  wait  for  1  year 
or  2.  Do  you  think  you  have  the  authority  to  put — make  a  lot  of 
these  changes?  Do  you  have  under  the  law  the  authority  to  do  it 
now? 

Mr.  Panetta.  Mr.  Chairman,  I  think 

Chairman  PiCKLE.  In  the  broadest  sense. 

Mr.  Panetta.  I  believe  that  it  depends  on  what  you  are  talking 
about.  If  you  look  at  procurement  changes,  I  cannot  make  the  pro- 
curement changes  involved  because  it  involves  the  waiver  of  certain 
laws  that  have  been  required  to  be  adhered  to.  So  that  clearly  re- 
quires legislation.  When  you  talk  about  specific  agency  consolida- 
tions or  trimming,  there  is  a  lot  of  those  that  have  to  be  done  legis- 
latively. 

On  the  reduction  of  personnel,  obviously  we  have  the  ability  to 
do  that.  The  President  has  issued  the  Executive  order,  but  again 
to  facilitate  that  we  probably  need  some  help  from  the  Congress. 
I  think  that  there  are  some  areas  here  clearly  where  the  President 
is  exercising  his  authority,  and  really  that  is  what  you  are  talking 
about.  It  is  not  0MB,  it  is  about  the  President  because  I  work  for 
the  President,  but  clearly  the  President  thinks  that  many  of  these 
areas  can  be  implemented  through  Executive  orders  and  directives, 
and  we  are  doing  as  many  as  we  can. 

Chairman  Pickle.  I  don't  know  how  much  authority  actually  you 
do  have,  so  I  can't  speak,  make  a  change,  but  I  am  told  it  is  up- 
wards of  70  percent  you  could  implement.  Those  that  you  can't  im- 
plement, in  effect,  I  wish  you  would  submit  me  a  recommendation 
of  those  areas  that  the  Congress  should  act  additionally.  I  don't 
know  that  I  am  asking  you  to  give  me  another  bill,  but  you  give 
me  the  part  where  you  think  the  Congress  ought  to  make  specific 
changes. 

Mr.  Panetta.  I  can  give  you  that  breakdown. 

Chairman  Pickle.  Ck)od.  Now,  I  think  the  test  is  to  see  now  what 
can  we  do  about  it.  These  recommendations  are  the  most  thorough 
and  the  most  exhaustive  and  the  most  doable  set  of  recommenda- 
tions I  have  seen.  I  am  trying  to  say  please  just  don't  have  another 
study  in  this  field.  That  is  the  last  thing  we  need,  but  we  need 
some  action.  I  am  trying  to  cut  down  into  it  so  we  can  do  it,  so  I 
think  the  test  is  going  to  be,  Mr.  Panetta,  who,  either  you  or  the 
executive,  or  the  Congress,  who  will  produce  the  first  piece  of  paper 
that  has  a  specific  proposal  for  change,  who  is  going  to  make  that 
first  step? 

Mr.  Panetta.  We  are  going  to  make  that  next  week. 

Chairman  Pickle.  I  hope  you  do  that  and  can  broaden  it  to  speed 
the  whole  process  up,  but  that  is  going  to  be  the  test,  whether  we 
do  something,  and  I  hope  your  October  cutting  will  be  more  than 
just  a  recommendation,  something  we  can  specifically  do.  Now,  I 
am  also  going  to  ask  that  we  set  a  timetable  with  you.  This  is  Octo- 
ber— by  the  middle  of  January  I  would  like  to  have  you  back  before 
this  committee  to  see  what  you  have  done  since  these  recommenda- 
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tions  have  been  made,  just  have  a  little  accounting,  see  what  we 
need  also  again. 

Mr.  Panetta.  That  is  a  deal.  I  think  by  that  time  I  will  have  not 
only  what  has  or  hasn't  happened  with  the  October  package,  but 
I  think  I  will  be  able  to  outline  all  of  the  specific  elements  that  are 
included  in  the  1995  budget. 

Chairman  PiCKLE.  I  hope  so.  Now,  this  subcommittee,  2  to  3 
years  ago,  was  given  a  responsibility  of  looking  at  Government, 
particularly  from  our  standpoint  and  determining  how  we  could 
make  Government  more  effective. 

How  can  you  make  some  changes?  We  made  from  8  to  10  specific 
changes,  the  good  government  bill  we  call  it.  We  struggled  along 
and  we  made  good  recommendations.  It  got  passed  by  this  commit- 
tee and  by  the  other  body,  and  then  it  was  vetoed.  We  went 
through  the  process  again. 

After  2  or  3  years,  we  still  have  these  good  recommendations 
that  haven't  been  done.  We  have  a  taxpayers'  Bill  of  Rights  out 
there  that  ought  to  be  implemented.  Are  you  familiar  with  that? 

Mr.  Panetta.  Yes,  sir,  I  supported  it. 

Chairman  PiCKLE.  Would  you  recommend  that  that  would  be  a 
good  thing  we  should  pass? 

Mr.  Panetta.  Yes,  sir.  I  was  a  cosponsor. 

Chairman  Pickle.  All  right.  We  took  action  a  few  years  ago  to 
reinforce  the  principle  that  employer-provided  insurance  is  the  re- 
sponsible party  who  pays  first,  and  not  Medicare. 

We  still — we  passed  it,  but  it  is  still  languishing  out  there.  We 
have  several  other  items  that  haven't  been  implemented.  I  am  told 
by  the  authorities  that  if  you  put  in  a  good,  strong  MPS  system 
where  private  insurers  pay  first  before  Medicare,  as  by  law  they 
are  required  to  do,  you  would  save  upward  of  $1  billion.  That  is  a 
lot  of  money.  I  believe  that  is  the  key. 

But  we  are  having  a  hard  time  getting  it  done,  because  it  is  lan- 
guishing out  there.  Now,  we  have  problems  with  the  Social  Secu- 
rity and  disability.  My  Governor  in  my  State,  Governor  Richards 
has  specifically  asked  SSA  to  let  us  be  a  demonstration  State.  We 
will  show  you  we  can  move  these  cases  up  if  you  let  us  do  one,  two, 
three,  four,  and  if  you  let  us  have  direct,  face-to-face  interviews. 
We  want  to  have  a  demonstration  project  put  into  effect.  We  cannot 
get  action  on  it. 

Now,  of  course,  we  just  had  Dr.  Chater  come  in,  so  we  can't  ex- 
pect that  tomorrow.  I  am  saying  that  quite  often  Congress  does 
make  these  changes,  and  yet  we  can't  get  them  implemented.  So 
I  am  hoping  we  can  work  together  to  actually  get  implemented 
some  of  the  recommendations  that  have  been  made. 

Now,  I  have  a  few  questions  of  a  general  nature.  Let  me  ask  you 
some  questions  just  so  we  have  a  response  for  the  record. 

Some  agencies,  such  as  Customs,  allow  the  use  of  credit  cards  to 
pay  duties.  It  is  our  understanding  that  Customs  does  not  pay  the 
credit  card  companies  a  fee  and  that  the  Customs  program  does  not 
provide  the  credit  card  companies  with  special  bankruptcy  protec- 
tion. 

What  other  Federal  agencies,  if  any,  have  such  arrangements 
with  the  credit  card  companies,  do  you  know? 
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Mr.  Panetta.  I  don't  think — why  don't  you  take  the  mike, 
please? 

Mr.  Lader.  This  is  Hal  Steinberg,  our  Deputy  Controller  of  Fi- 
nancial Management. 

Mr.  Steinberg.  There  are  a  number  of  things  that  can  be  pur- 
chased through  credit  cards.  For  instance,  this  book  is  able  to  be 
purchased  through  the  Government  Printing  Office  by  a  credit 
card. 

There  is  some  question  as  to  whether  debts  owed  to  credit  card 
companies — it  would  be  a  bankruptcy  declared  by  the  debtor — 
would  be  considered  as  part  of  the  bankruptcy,  and  that  is  being 
studied  right  now. 

Chairman  Pickle.  You  have  also  recommended,  I  think  in  this 
report,  that  a  lot  of  these  matters — these  reports  can  be  handled 
electronically  instead  of  by  report. 

Do  you  still  make  that  as  a  recommendation? 

Mr.  Panetta.  That  is  correct.  I  would  ask  Phil  to  speak  to  that, 
because  he  has  worked  on  that  specifically. 

Mr.  Lader.  Very  strongly,  sir. 

Chairman  Pickle.  What  type  of  regulations  are  there  in  Ways 
and  Means  jurisdiction  that  you  are  thinking  about  eliminating? 
Can  you  tell  me? 

Do  you  have  any  regulations  that  you  are  going  to  try  to  elimi- 
nate from  my  committee?  I  just  wanted  to  be  alerted. 

Mr.  Panetta.  No,  I  can  understand. 

Mr.  Lader.  Far  be  it  for  me  as  the  deputy  to  volunteer  that,  sir. 

Chairman  Pickle.  Well,  we  do  make  a  lot  of  requests  of  you  for 
reports.  We  ought  to  consider  how  can  we  make  fewer  of  those. 
Sometimes  it  is  necessary.  But  we  ought  to  cooperate. 

Mr.  Panetta.  I  understand.  What  I  have  asked  each  of  the  sec- 
retaries to  do  is  to  give  me  their  recommendations  as  to  which 
areas  we  can  request  that  some  of  those  reports  be  reduced.  I  have 
not  received  those  reports  yet,  so  I — let  me  respond  to  the  commit- 
tee once  I  receive  those  reports. 

Chairman  PiCKLE.  That  would  be  satisfactory. 

[The  information  will  be  retained  in  subcommittee  files:] 

Chairman  Pickle.  Now,  recent  oversight  subcommittee  hearings 
identified  major  changes  that  should  be  undertaken  to  reform 
Superfund  before  the  Committee  on  Ways  and  Means  agrees  to  ex- 
tend Superfund  taxes,  which  expire  within  about  1  year's  time. 

What  exactly  will  you  expect  from  EPA  in  the  long  and  short- 
term  concerning  trust  fund  accountability,  better  management,  and 
structural  program  reforms?  Can  you  comment  on  the  Superfund 
program?  Are  you  familiar  with  it? 

Mr.  Panetta.  Well,  I  certainly  am  familiar  with  it,  and  that  pro- 
gram is  to  be  reauthorized.  And  we  have  asked  EPA  to  give  us  its 
recommendations  on  the  reauthorization  of  the  Superfund,  and  in 
that  recommendation  include  specifics  about  reforming  the  trust 
fund  and  the  way  that  program  operates. 

I  think  all  of  us  are  very  concerned  about  the  effectiveness  of 
how  that  operates  at  the  present  time. 

Chairman  PiCKi^.  Well,  we  ought  to  be  concerned  about  it,  be- 
cause in  the  last  11  years,  we  have  spent  about  $11  billion. 

Mr.  Panetta.  That  is  correct. 
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Chairman  PiCKLE.  And  we  have  cleaned  up  a  handful  of  sites. 
Most  of  the  money  has  gone  to 

Mr.  Panetta.  Lawyers. 

Chairman  Pickle.  Lawyers,  engineers.  It  is  unconscionable  real- 
ly what  has  been  done.  But  it  is  a  big,  major  problem  and  we  have 
to  revamp  the  program. 

Our  committee  has  had  hearings  with  the  Superfund  people  and 
they  are  trying  to  advance  a  new  approach,  and  they  are  going  to 
seek  authorization. 

Mr.  Panetta.  That  is  correct. 

Chairman  Pickle.  But  Mr.  Panetta,  I  hope  to  come  up  with  a 
good  program  and  we  have  seen  the  general  outline.  But  this  com- 
mittee is  not  going  to  fund  Superfiind  unless  we  can  see  something 
that  is  worthwhile. 

And  if  it  isn't,  you  can  expect  opposition  up  here  because  those 
are  the  kinds  of  programs  that  our  committee  ought  to  be  looking 
at  it.  You  said,  more  committees  ought  to  be  reviewing  it. 

We  have  established  beyond  a  shadow  of  a  doubt  that  it  has  been 
a  terribly  loosely  run  program. 

Mr.  Panetta.  I  agree  with  you. 

Chairman  PiCKLE.  I  think  we  need  to  make  some  changes  there. 

One  question  on  the  Treasury.  Can  you  tell  me  what  are  the  ex- 
pected plans  regarding  the  Bureau  of  Alcohol,  Tobacco  and  Fire- 
arms? 

Mr.  Panetta.  We  have  established  an  internal  review  team  to 
look  at  the  whole  issue  of  whether  or  not  BATF  ought  to  be  com- 
bined with  the  Justice  Department,  and  more  specifically,  the  FBI, 
and  that — there  is  a  review  process  currently  going  on  to  see  if 
there  is  a  way  to  implement  that  recommendation  within  NPR. 

Chairman  PiCKLE.  Well,  it  is  the  type  of  question  that  has  got 
to  be  answered,  because  the  incident  in  Waco  was  terribly  mis- 
managed. We  all  know  that. 

Mr.  Panetta.  Correct. 

Chairman  Pickle.  Incidentally,  this  committee  was  the  first  com- 
mittee to  hear  testimony  and  we  established,  I  think  beyond  a 
shadow  of  a  doubt,  that  the  element  of  surprise  was  not  there. 

Therefore,  the  ATF  is  probably  going  to  have  to  withstand  some 
changes,  and  I  think  the  Congress  has  to  effect  that  kind  of  a 
change. 

What  sort  of  problems  have  there  been  regarding  coordinating  ef- 
forts by  INS  and  Customs?  Do  you  know  whether  they  have  settled 
or  are  in  the  process  of  settling  some  of  their  problems? 

Mr.  Panetta.  There  currently  is — 0MB  has  set  up  a  specific  re- 
view team  to  look  at  trying  to  better  coordinate  the  INS  and  Cus- 
toms operations  at  the  border. 

We  had  recommended  or  NPR  had  recommended  actually  seeing 
if  there  was  a  way  to  consolidate  those  operations,  and  we  are  fol- 
lowing up  on  that,  because  we  think  that  the  current  process  does 
not  work  very  well. 

We  have  got  to  provide  better  coordination  of  those  two  agencies 
at  the  border. 

Chairman  Pickle.  I  would  think  so,  because  it  is  urgently  need- 
ed. And  then  let  me  ask  you  for  some  of  your  recommendations. 

You  said  that  they  ougnt  to  make  customer 
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Mr.  Panetta.  Friendly. 

Chairman  Pickle.  Yes,  or  customer  standards.  Who  sets  the 
standards,  these  agencies?  Who  creates  the  standards?  Do  you, 
0MB,  say  oh,  well,  that  is  a  good  standard. 

Mr.  Lader.  We  are  looking  to  each  of  the  agencies  to  determine 
from  their  own  customer  base,  depending  on  the  specific  program, 
what  that  customer,  group  of  customers  demand,  what  they  expect. 

Chairman  Pickle.  All  right.  Suppose  they  don't  meet  the  stand- 
ards that  have  been  set?  Then  what? 

Mr.  Lader.  We  respond  in  two  ways,  through  OMB's  manage- 
ment function,  we  cajole,  we  encourage  and,  occasionally  we  scold 
and  scold  repeatedly. 

Second,  on  the  budget  side,  the  performance,  their  performance 
is  reflected  in  their  subsequent  budgets. 

Chairman  Pickle.  Mr.  Lader,  I  am  saying  to  you  we  ought  to 
have  the  authority  to — I  really  think  we  need  to  have  some  author- 
ity, because  the  Government  gets  so  unwieldy  otherwise,  and  it 
can't  be  democratic  in  every  instance. 

You  have  to  have  a  little  bit  of — a  little  more  power. 

Treasury  officials  involved  in  the  EPA — the  Treasury  officials  in- 
volved in  the  EPA  Superfund  reform  task  force  have  oeen  arguing 
in  favor  of  changing  the  Superfund  liability  system  in  a  way  that 
will  increase  the  trust  fund  cost  by  $16  billion  over  the  next  10 
years. 

Is  this  true?  Do  you  know  whether  that  is  true  or  not,  that  they 
want  to  change  the  liability  aspect  of  the  Superfund  program?  Do 
you  know? 

Mr.  Panetta.  I  am  not  familiar  with  that  specific  position. 

Chairman  Pickle.  You  can't  comment. 

Well,  let  me  ask  any  of  the  other  members  if  they  have — let  me 
ask  Mr.  Houghton  or  Mr.  Herger  if  you  have  any  additional  ques- 
tions at  this  point. 

Mr.  Houghton.  Not  for  me. 

Mr.  Herger.  I  don't. 

Chairman  Pickle.  Well,  I  am  going  to — let  me  repeat  to  you. 
Whether  we  get  anything  done  in  reorganizing  the  Government  is 
going  to  be  a  matter  of  coordination  between  the  executive  and  the 
Congress  working  primarily  through  the  0MB. 

We  have  tried  this  in  years  past  and  made  some  changes,  but  it 
seems  like  every  time  we  make  one  change,  one  correction,  five 
more  problems  pop  up,  because  Government  is  big  and  enormous. 
We  have  the  outlines  and  the  beginning  of  an  excellent  chance  to 
change  how  Government  operates. 

I  don't  know  whether  anybody  in  the  public,  many  people  out 
there  think  we  will  do  it.  I  think  they  are  already  ho-humming. 
But  that  is  a  natural  sort  of  a  development  and  we  shouldn't  be 
surprised  at  that. 

But  we  really  do  have  the  beginning,  the  substance  of  something 
that  is  doable,  and  ought  to  be  done,  and  we  ought  to  work  to  do 
it. 

I  want  to  say  to  you  that  this  committee,  and  I  am  sure  other 
committees  involved,  would  offer  you  full  cooperation  if  you  will 
just  take  the  leadership  and  run  with  it.  We  ought  to  support  you 
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and  the  agencies.  We  don't  need  to  create  another  czar  to  handle 
this;  I  think  it  can  be  done  through  0MB  as  much  as  any  area. 

Congress  is  in  error  in  many  places  because  we  have  abused  the 
system  by  reports,  by  not  carrying  out  the  law  as  written,  by  man- 
dating personnel,  in  a  lot  of  areas.  But  it  is  difficult  for  the  Con- 
gress to  bring  about  these  changes. 

We  ought  to  empower,  though,  the  appropriate  agency  to  take 
certain  steps,  if  we  are  going  to  have  some  reorganization  and  ex- 
pect it  to  be  done  and  we  ought  not  wait  another  3  years  to  gradu- 
ally bring  it  in  line  to  show  that  we  are  doing  it. 

Some  of  it  will  take  time,  because  you  are  right,  it  can't  be  done 
overnight.  But  I  think  personally  this  process  can  be  sped  up  to  ac- 
complish what  we  want  to  do  within  1  year's  time  rather  than  3 
to  4  years. 

I  am  willing  to  submit  a  resolution  if  it  is  no  more  than  the  sense 
of  Congress  to  say  in  broad  terms:  You  take  action.  I  would  like 
to  see  Mr.  Panetta  in  charge  and  use  your  agency  to  take  this 
whole  thing  in  hand. 

You  may  accomplish  what  you  set  out  to  do  because  it  has  been 
a  thorough  examination.  But  I  am  hoping  there  is  a  way  we  can 
do  it.  So  rather  than  talk  to  you  today  about  a  lot  of  these  specific 
programs,  although  I  have  asked  some  of  the  questions,  I  would 
say  that  we  ought  to  look  at  it  in  a  broad  brush  manner,  what  can 
we  do  to  speed  this  thing  up  and  to  have  authority. 

So  I  pledge  to  you  my  cooperation  and  I  feel  sure  that  that  would 
be  the  attitude  of  the  chairman  of  this  full  committee,  and  I  think 
we  can  do  it  on  a  bipartisan  basis.  I  hope  that  we  can  do  it. 

So  I  hope  that  we  do  have  that  kind  of  cooperation  and  that  kind 
of  commitment  and  dedication  to  it. 

Now,  Mr.  Houghton. 

Mr.  Houghton.  Could  I  just  add  one  thing?  I  hate  to  keep 
pounding  away,  but  I  just  hope  you  don't  get  in  one  hand  and  let 
it  slip  out  of  the  other.  That  is  the  worry. 

Mr.  Panetta.  Mr.  Chairman,  if  I  could  just  make  a  brief  com- 
ment. First  of  all,  thank  you  for  the  opportunity  to  appear  before 
your  subcommittee.  I  don't  have  any  problem  with  the  members  of 
this  subcommittee  because  you  usually  put  your  vote  where  your 
mouth  is. 

And  I  think  that  is  what  is  going  to  count.  If  we  are  going  to 
make  these  kinds  of  changes,  it  has  to  be  done  on  a  bipartisan 
basis.  It  has  to  be  done  in  cooperation  between  the  executive  and 
the  legislative  branch  as  a  partnership. 

I  thank  you  for  the  trust  that  you  would  place  in  me.  But  very 
frankly,  it  is  not  going  to  work  unless  I  also  have  the  support  of 
the  Congress  in  whatever  steps  I  take,  because  the  worst  thing 
that  could  happen  is  if  we  take  actions  that  are  then  reversed  for 
one  reason  or  another — this  is  not  going  to  be  easy.  This  is  not 
going  to  be  easy. 

It  involves  taking  on  some  tough  constituencies,  it  involves  tak- 
ing on  some  tough  special  interests,  it  involves  taking  on  some  of 
your  own  colleagues  in  this  process.  So  for  that  reason,  it  really  is 
going  to  test  everybody's  commitment  and  dedication  to  making 
Government  work  better,  because  we  are  going  to  have  to  pay  a  lit- 
tle bit  of  a  price  here. 
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This  is  not  going  to  come  free.  It  is  going  to  come  with  a  price. 
And  the  price  is  that  we  are  going  to  have  to  make  some  tough  de- 
cisions that  we  in  fact  are  going  to  make  some  changes.  Because 
I  think  the  one  reason  this  hasn't  happened  in  the  past  is  not  be- 
cause people  don't  care  about  it,  but  it  is  ultimately  when  it  is  test- 
ed against  their  own  self-interests  versus  really  changing  Govern- 
ment to  serve  others,  they  are  always  going  to  vote  for  their  self- 
interests.  That  has  got  to  change  to  make  this  work. 

Chairman  PiCKLE.  And  to  make  it  work,  we  have  to  have  some- 
body with  authority  to  put  it  into  force  and  the  Congress  has  got 
to  support  that  position. 

So  I  am  hoping  we  can  work  out  some  of  those  kind  of  adminis- 
trative problems. 

Well,  I  thank  you  very  much  for  your  testimony,  Mr.  Lader. 

Mr.  Panetta.  Thank  you,  Mr.  Chairman. 

Chairman  Pickle.  Well  see  you  then  in  January  to  see  what  has 
been  done. 

Mr.  Panetta.  Yes,  sir. 

Chairman  Pickle.  OK.  The  committee  is  adjourned. 

rWTiereupon,  at  4:15  p.m.,  the  hearing  was  adjourned.] 

[A  submission  for  the  record  follows:] 
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OF 
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INTERNATIONAL  PRESIDENT 
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BEFORE  THE 

SUBCOMMITTEE  ON  OVERSIGHT  OF  COMMITTEE  ON  WAYS  AND  MEANS 

UNITED  STATES  HOUSE  OF  REPRESENTATIVES 

OCTOBER  18,  1993 


Mr.  Chairman  and  Members  of  the  Subcommittee: 

My  name  is  Robert  A.  Scardelletti  and  I  am  the  International  President  of 
the  Transportation  •Communications  International  Union  which  represents 
approximately  one  hundred  thirty-five  thousand  (135,000)  active  and  retired 
members  in  the  United  states  and  Canada.  We  are  the  largest  union  in  the 
railroad  industry  and  represent  diverse  crafts  and  classes  of  employees, 
including  clerks,  supervisors,  carmen,  patrolmen  and  a  variety  of  other 
workers. 

First  of  all,  I  want  to  thank  you  Mr.  Chairman  and  members  of  the 
Committee  for  allowing  me  the  opportunity  to  submit  written  testimony  for  the 
record  to  express  our  views  on  an  issue  which,  if  it  remains  uncorrected, 
could  be  very  devastating  to  the  retirement  benefits  of  workers  in  the 
raibroad  industry.  As  the  attachment  indicates,  both  Rail  Management  and 

Rail  Labor  are  working  vigorously  to  correct  this  costly,  unfortimate, 
shortsighted  and  misguided  reconmiendation  contained  in  the  National 
Performance  Review  (NPR)  which  recommends  to  aboUsh  the  Railroad 
Retirement  System.  It  recommends  transfer  of  its  administrative  functions  to 
the  Social  Security  System.  This  recommendation  also  transfers  other  benefits 
to  state  programs  including  the  privatization  of  some  benefits. 

Mr.  Chairman  and  Members  of  the  Committee,  along  with  other  Rail  Labor 
Chiefs,  I  met  personally  with  Vice  President  Gore  to  discuss  the  issue.  Vice 
President  Gore  s  understanding  was  that  a  transfer  of  the  Railroad  Retirement 
System  to  the  Social  Security  System,  would  save  the  Government  and  the  tax 
payers  $111  milUon  in  administrative  expenses. 
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Vice  President  Gore  indicated  that  if  no  funds  from  the  General  treasury 
were  used  to  pay  for  the  administrative  functions  of  the  Railroad  Retirement 
System,  then  we  had  to  confirm  with  supportive  evidence. 

We  proceeded  to  articulate  how  the  Raiilroad  Retirement  Sj^tem  finances 
its  admimstrative  functions.  We  made  it  clear  that  railroad  employees  and  the 
railroad  industry  pay  for  the  administration  of  all  railroad  retirement  benefits 
and  that  no  Government  General  funds  are  used  (Please  see  enclosed 
Exhibit  "B"  which  explains  the  budget  expense  for  the  Railroad 
Retirement  System). 

In  subsequent  meetings  Rail  Labor  presented  supporting  docimients,  as 
Vice  President  Gore  requested,  to  sustain  our  position  that  the  Railroad 
Retirement  System  should  be  preserved.  To  this  date,  the  Vice  President's 
staff  repeatedly  informs  us  that  this  "issue"  has  been  removed  from  the 
NPR  report.  However,  they  have  not  given  us  a  final  conclusion  in 
writing.  There  are  almost  1.3  million  railroad  workers  and  retirees  affected 
by  this  unfortunate  recommendation  and  they  will  not  feel  secure  until  we  have 
laid  this  proposal  to  rest.  That  is  why  I  am  before  you  today  to  ask  you  to 
reject  the  recommendations  of  the  National  Performance  Review  relating  this 
issue. 

In  conclusion,  once  again,  I  want  to  thank  you  for  allowing  me  the 
opportumty  to  submit  for  the  record  our  position.  I  am  enclosing  some 
additional  facts  (Exhibit  "A")  which  explain  in  more  detail  the  injury 
this  recommendation  would  cause  to  railroad  workers,  retirees  and 
their  families. 

THANK  YOU. 
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SXI&IT  '^ 


P^f^s) 


FACTS  ON  THE  RAILROAD  RETIREMEWT  ISSUE; 


I.   THB  NATIONAL  PERFORMAMCE  REVIEW  RECOMMENDATION  TO 
PRIVATIZE  RAILROAD  RETIREMENT  WOOLD  NOT  SAVE  THE  FEDERAL 
GOVERWMgNT  ANY  MONEY. 

*  The  full  cost  of  administration  of  the  Railroad 
Retirement  Act,  the  Railroad  Unemployment  Insurance  Act,  and 
the  Railroad  Retirement  Board's  office  of  Inspector  General 
are  paid  from  the  Railroad  Retirement  and  Railroad 
Unemployment  Insurance  Accounts.   The  Federal  Government 
does  not  pay  for  the  administration  of  these  programs.   The 
Railroad  Retirement  Account  and  the  Railroad  Unemployment 
Insurance  Account  are  funded  by  taxes  paid  by  rail  employers 
and  employees. 

*  The  Tier  I  tax  paid  by  rail  employees  and  employers, 
together  with  financial  interchange  expenditures  (in  the 
form  of  a  direct  payout  from  social  security)  would  still  be 
used  to  pay  social  security  level  benefits  to  rail  retirees 
even  if  the  responsibility  for  making  payment  of  social 
security  level  benefits  to  rail  workers  was  transferred  to 
social  security.   Thus,  Tier  I  would  be  a  wash.   No  gain  or 
loss  to  the  Federal  Government. 

*  The  Tier  II  benefits  would  no  longer  be  a  government 
outlay  if  the  Railroad  Retirement  System  is  privatized, 
however,  the  Tier  II  payroll  taxes  would  no  longer  be 
collected  by  the  Federal  Government  if  Tier  II  were 
privatized.   Interestingly,  over  the  next  five  years  or  so, 
there  would  be  a  net  loss  to  the  Federal  Government  from 
privatizing  Tier  II,  which  would  actually  increase  the 
annual  deficits,  because  currently  the  Tier  II  payroll  taxes 
paid  by  employers  and  employees,  plus  interest,  exceed  Tier 
II  benefit  payments.   However,  in  time,  this  would  be  a 
wash. 

*  About  4%  of  the  railroad  retirement  benefit  structure  is 
funded  through  the  dual  benefit  appropriation.   Dual  benefit 
payments  were  mandated  by  Congress  m  1974.   The  Vice 
President  has  said  that  no  benefits  would  be  reduced  as  a 
result  of  privatization.   Thus,  if  benefits  are  to  remain 
unreduced,  the  government  would  have  to  continue  to  make 
dual  benefit  appropriations  to  fund  the  1974  Congressional 
mandate  even  if  railroad  retirement  is  privatized.   In  fact, 
policy  drafts  of  the  previous  Reagan  and  Bush 
Administrations,  which  appear  to  be  the  guideline  of  the 
National  Performance  Review  team,  would  have  funded  dual 
benefits  by  general  fund  appropriations. 

As  can  be  seen,  privatizing  railroad  retirement  would  save 
the  Federal  Government  no  money  unless  it  were  decided  to 
rescind  the  1974  congressional  commitment  on  dual  benefits 
and  reduce  benefit  payments.   The  vice  President  has  said 
tbis  will  not  happen. 

II.   THB  NATIONAL  PERFORMANCE  REVIEW  RECOMH?pP*TIOM  TO 
PRIVATIZE  RAILROAD  RETIREMENT  IS  A  COMPLETELY  UNWORKABLE 
THEORY. 

*   The  current  statutory  Railroad  Retirement  System  is  a 
solvent  retirement  program  which  provides  adequate, 
nationally  uniform  benefits.   The  system  works,  and  the 
people  covered  by  it  paid  for  the  benefits.   In  overwhelming 
numbers,  they  want  to  keep  the  current  system  intact.   On 
the  other  hand,  the  National  Performance  Review  proposal  is 
a  theory.   It  has  never  been  tried  before,  therefore  it 
amounts  to  experimentation.   There  are  number  of  reasons  it 
would  not  work  which  the  government  experts  who  are  pushing 
it  have  repeatedly  ignored  because  they  know  nothing  about 
labor  law  and  collective  bargaining.   Thus,  the 
recommendation  really  solves  the  perceived  problems  of  a 
handful  of  bureaucrats  at  the  risk  of  in:)uring  several 
millions  of  people.   The  reasons  the  recommendation  will  not 
work : 
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«   Rail  labor  and  management  cannot  legally  bargain  for  the 
establishment  of  multi-employer  pension  plans  covering 
individuals  not  within  the  bargaining  units.   This  is  a  well 
established  principle  of  Federal  Labor  law.   Unions  cannot 
bargain  for  nonmembers ,  pure  and  simple.   Over  900,000 
retirees  already  on  the  retirement  rolls  are  not  in 
bargaining  units.   Under  the  National  Performance  Review 
proposal,  these  retirees  would  not  participate  m  the 
discussions  over  the  establisnment  of  their  plans.   Under 
the  current  system,  they  participate  in  all  decisions 
through  taking  part  m  the  political  process. 

*  Thousands  of  management  employees,  short  line  employees, 
and  employees  of  small  employers  are  also  not  in  any 
bargaining  unit.   They  would  of  necessity  be  left  out  of  any 
discussions  concerning  mu It i -employer  pension  plans. 

*  There  would  be  no  one  to  participate  in  a  multi-employer 
pension  plan  for  bankrupt  and  terminated  and  merged 
railroads.   Certainly,  no  current  railroad  would,  or  legally 
could,  pick  up  this  responsibility  for  defunct  railroads. 

*  Many  employers,  some  large  and  some  small,  simply  would 
not  go  along  with  the  concept  of  a  multi-employer  pension 
plan,  and,  in  the  private  sector  and  under  standard  pension 
law,  they  could  get  away  with  this.   There  are  literally 
hundreds  of  ways  for  them  to  legally  drag  their  feet,  and 
thousands  of  employees  and  some  retirees  would  simply  lose 
their  benefits  or  be  covered  by  token  unworkable  plans.   For 
them,  there  would  be  no  enforcement  mechanism  to  force 
companies  to  establish  plans. 

*  A  statutory  plan,  such  as  railroad  retirement  now  is, 
mandates  participation,  regardless  of  the  size  of  the 
companies  involved,  and  regardless  of  their  profitability, 
and  it  produces  a  uniform  nation-wide  benefit  program.   If 
the  current  statutory  railroad  retirement  system  were  put 
out  of  the  Federal  government  and  replaced  by  collectively 
bargained  plans,  there  would  be  many  different  plans,  some 
better  than  others.   There  would  be  bargaining  pressure  to 
make  all  plans  equal  to  the  most  liberal,  which  would  mezm 
the  possibility  of  increased  job  actions.   A  uniform 
statutory  Railroad  Retirement  System  has  meant  60  years  of 
labor  relations  harmony  in  the  rail  industry  because,  in  the 
past,  their  could  be  no  job  actions  or  lockouts  over  pension 
issues. 

III.   THERE  IS  NO  WAY  TO  SOLVE  THE  ERISA  FUNDING  ISSDE  UNDER 
THE  NATIONAL  PERFORMANCE  REVIEW  RECOMMENDATION  TO  PRIVATIZE 
RAILROAD  RETIREMENT.   WITHOUT  ERISA  FUNDING.  BENEFITS  ARE 
CERTAIN  TO  BE  CUT. 

*  The  railroad  retirement  system  is  now  a  statutory,  pay 
as  you  go  system  which  is  supported  by  the  payment  of  rail 
labor  and  management  of  mandatory  payroll  tax.   As  a  result, 
a  huge  reserve  fund  has  not  been  needed  and  has  not  been 
aggregated  to  pay  future  benefits.   On  the  other  hand, 
private  sector  pension  plans  are  required  by  ERISA 
provisions  to  be  fully  funded.   To  be  fully  funded  under 
ERISA  provisions,  a  private  sector  pension  plan  established 
to  replace  the  current  Tier  II  structure  of  the  railroad 
retirement  system  would  require  $34  billion.   The  railroads 
do  not  have  an  extra  S34  billion.   The  NPR  proposal  means 
that  rail  retirees  will  be  without  both  the  security  of  th» 
current  Federal  statutory  program  or  the  seeuritv  that  coaes 
from  full  funding  as  required  by  ERISA.   They  should  have 
one  or  the  other.   It  would  be  unconscionable  to  destroy  the 
current  system  without  first  guaranteeing  benefit  levels 
under  ERISA. 
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*  As  some  employers  go  bankrupt,  others  reduce  their 
employment,  and  still  others  look  to  pension  cost  reductions 
to  save  money  and  become  more  profitable,  benefits  would  be 
reduced  under  the  multi-employer  pension  plans  as  a  matter 
of  absolute  certainty.   That  simply  would  not  happen  if  the 
current  railroad  retirement  system  remained  intact. 
Accordingly,  the  National  Performance  Review  recommendation 
on  railroad  retirement  is  a  formula  for  future  benefit 
reductions. 

*  Further  benefit  reductions  will  occur  if  the  railroad 
unemployment  insurance  coverage  of  rail  employees  is 
transferred  to  the  Federal/State  systems.   Duration  of 
benefits,  generally  longer  than  under  state  programs,  would 
be  reduced.   In  many  cases  benefits  would  be  paid  under 
stricter  conditions,  and  many  individuals  who  qualify  for 

benefits  under  the  current  Railroad  Unemployment  Insurance 
Act  would  not  qualify  under  many  of  the  State  plans.   On  tli* 
unaaploymant  sid*  of  tha  ledger,  the  National  Parfomane* 
Raviaw  proposal  is  nothing  short  of  a  racosBaadation  to 
confiscata  banafit  rights  achieved  through  60  yaars  of 
labor/aaaagaaant  giva  and  taJca. 

COMCLOSION 

The  National  Performance  Review  recommendation  to  create 
multi-employer  pension  plans  in  place  of  the  current 
railroad  retirement  system  is  completely  unworkable  and 
jeopardizes  future  benefit  payment  of  1.3  million  people. 
The  plan  is  so  risky  that  it  amounts  to  virtual  untried 
experimentation  with  peoples'  lives  and  old-age  security. 
This  experimentation  would  lead  to  drastic  benefit 
reductions,  serious  disruptions  of  lives,  frightening  the 
elderly  and  disabled.   Ironically,  and  tragically,  it  would 
produce  absolutely  no  savings.   It  would  not  increase 
government  efficiency.   Sadly,  the  plan  totally  and 
completely  disregards  the  virtually  unanimous  wishes  of 
"government's  clients"  in  this  case.   Thus,  the  plan 
undermines  the  very  foundation  of  the  National  Performance 
Review. 

If  an  WPR  proposal  saves  the  taxpayers  monav  or  creates 
greater  efficiancv.  it  must  be  adopted  even  if  it 
disadvantaoas  soma  people.   However,  if  an  NPR  proposal 
saves  no  money  and  creates  no  greater  efficiency,  while 
injuring  millions,  it  would  be  unconscionable  to  adopt  it 
just  for  tha  sake  on  change. 

Certainly,  given  the  importance  of  this  issue  to  so  many 
people,  anyone  who  says  that  the  NPR  recommendation  saves 
money  should  have  the  burden  of  proving  that  claim  in 
detail. 
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UNITED  ^  FA  TE?  •  •'-■     MERICA 

RAILROAD  RETIREMENT  BOARD 

344  NORTH   RISH  STREET 


.:  -"■=  •  r^\lA^    •- 
\Bi  'R  MEMBER 


CHICAGO    1LI.I.SI)1S  '^0611-2092 


September  23,  1993 


ri(  iR  MEMMFP 


R.  P.  McLaughlin,  Chairman 
Railway  Labor  Executives '  Association 
400  North  Capitol  Street,  N.W.,  Suite  850 
Washington,  DC   2  0001 

Dear  Mr.  Chairman: 

Enclosed  for  your  information  is  a  Memorandum  from  the  Chief 
Financial  Officer  of  the  Railroad  Retirement  Board 
explaining  a  "line  item"  of  $111.5  million  from  the  fiscal 
year  1994  budget  process  pertaining  to  the  Railroad 
Retirement  Board.  This  is  the  amount  referenced  in  your 
meeting  with  the  Vice  President. 

As  is  specified  in  Section  15(a)  of  the  Railroad  Retirement 
Act  (45  use  231n(a)),  and  Section  11  of  the  Railroad 
Unemployment  Insurance  Act  (45  USC  3  61) ,  these 
administrative  funds  come  from  railroad  retirement  and 
railroad  unemployment  insurance  trust  funds.  Thus,  the 
costs  of  administering  the  railroad  industry's  benefit 
programs  are  entirely  paid  for  by  railroad  employees  and 
employers  —  no  portion  of  these  administrative  expenses  are 
paid  by  the  general  taxpayer. 

We  all  know  that  railroad  workers  and  retirees  value  highly 
the  security  of  our  retirement  system,  and,  we  also  know 
very  well  that  this  security  is  present,  and  can  be 
maintained,  only  because  of  the  system's  relationship  to  the 
federal  government.  We  have  always  recognized,  and  will 
continue  to  recognize,  that  it  is  our  responsibility  to  pay 
both  the  cost  of  administering  the  retirement  program  and 
also,  the  benefits  provided  to  the  extent  they  exceed  social 
security  levels.  Thus,  if  there  is  any  item  in  the  federal 
budget,  other  than  the  item  for  vested  dual  benefits,  which 
funds  the  railroad  retirement  system,  the  monies  needed  for 
that  item  should  come  from  our  trust  funds. 

Sincerely, 

V.  M.  Speakman,  Jr. 
Labor  Member 


Encs. 


The  Honorable  Al  Gore 
Vice  President 

Elaine  Kamarck,  Senior  Political  Advisor 
to  the  Vice  President 

Rail  Labor  Chief  Executives 
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Btmw*  GovMutMawT  ILuucuAU  Ittci 

TV         :    Labor  Heater  SpaUan 
Cklef  Finuclil  Officer 


JURSTT;    Itillroad  Rati  Board  Fiscal  Year  1994 

AtMnlstratlva  Fxpanwi 


As  yo«  rtq««stad,  the  folloirliig  chart  provides  tha  adalRlstratlva  axpensM 
includad  la  tha  Railroad  Retlramrt  Board's  (RRB)  Fiscal  Yaar  1994  Budogt  ^Hlflllt** 
Also  show  ara  tha  adalnlstratlva  axpaua  aBounts  includad  in  tha  Praildent^a  Fiscal 
Yaar  1994  BBdoat.  which  have  also  baen  Inc1uded~1n  tha  Housa  and  Samta  ippropriatlon 

bills. 

Fiscal   Year  1994 


RRB  Budget 

Prasident's 
Budoat 

Llaitation  on  Adiainlstratlea 

(RatirtMit) 

i  86.409,000  i/ 

$73,591,000  1/ 

UBltatloB  on  Railroad  UnaaployBent 
Insaraaca  Adalnlstratlon  Fund 

Zl. 665.000 

17,010,000 

Special  Manageaent  laproveaant  Fund 

3.4«.QQg 

3,?po.0M 

?ni,5w.mi/ 

$93,901,000  a/ 

^    Excludes  a  $200,000  statutory  reserve  to  tM  available  only  if 
rati  resent  workloads  axceed  forecasted  levels. 

These  figures  exclude  the  expanses  for  the  Llaitation  on  Reviev  Activity  for  the 
RRB  Offica  of  Inspector  General   (GIG)  which  are  requested  lod  appropriated  separately 
for  that  afflea.     For  fiscal  year  1994,  tha  CIS  had  Included  $13,368,000  in  Its  Fiscal 
Year  1994  Budaat  Subaission.     The  President's  Budget  and  the  House  and  Senate 
appropriation  bills  all   included  $6,742,000  for  fiscal  year  1994  OIG  adaini strati ve 
expenses. 

I  have  attached  copies  of  pages  fro*  H.ft.  2518  outlining  tha  above  figures  for 
fiscal  yaar  1994  which  provide  that  the  aeounts  are  to  be  derived  froa  the  Railroad 
Retlreaent  Accounts  and  the  Railroad  Uneeploynant  Insurance  Account. 

Peter  A.  Larson 
Attachaants 
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1  cfaedBi^  $300,000,  to  ronm  Bviflatalft  throoi^  Sflpfenfaor 

2  30,  1999,  ytUth  timSk  be  tha  tn«*wwtwi,  amooat  sviilAbie 

3  fbr  pasmaik  imwuwit  to  seekkm  417  of  PabUo  L«r  98^ 

4  78. 

5  JJMBASnati  OH  ADMOnBinATBaH 

6  IVg  1MB— My  miiumii  to  the  Baflrotd  Betirement 

7  Boaidl,  $78,791,000,  to  be  derifgd  ftraii  tfao  nflroMfd  re- 
g  tima«t  aceoimtKAtjeid^TlM^  $2004)00  of  tiJfl  tee- 
9  goin^  ""■'■'^'^  ttmH  be  svtikibk  only  to  the  extent  nee* 

10  I  nmif  tn  rnT~nrT  — '^^— '-  — ^  riiiTl-'rn'  r '  '-^'^^  u,j^ 

11  -  ftniiiii'Tit**  and  a£t»  Tnirninmn  afaeorptian  of  the  oasts  of 

12  soeh,  ^ivaridoadi  JiitUn  the  ronaisder  of  the  nrietmg  iiini- 

13  tatiop  hai  been  aehipwd!  Provided  f\uilm\  That  natrndu- 

14  staiidiii^  way  othec  pEOThguii  of  lanr,  no  portzon  of  thia  lim- 
\5  itation  shall  be  arailable  for  paymenta  of  staadazd  levei 
16.  uaer  ehargea  puzHiant  to  section  210(j)  of  the  Fedoal 

17  Property  and  AiliiiiiiiHri-aiive  Services  Act  of  1949,  as 

18  amaided(40n^a490(j);45ir.S.C.231^31a). 

19  UmCATION  ON  TTATTiTtfTAT)  m^EMFLOTMBZST  D18UBANCE 

20  AD1IZNI8TBATI0N  FUND 

21  For  ftirther  eipenaes  i !iweij  for  the  Baiboad  Be> 

22  tizement  Board,  fbr  admmistratian  of  the  Baitroad  Unem- 

23  pioTinent  InsaraDoe  Act,  not  leas  than  $17,010,000  shall 

24  be  opportianed  for  flseai  year  1994  from  maney  credited 

25  to  the  raihroad  Tanempioyment  msoranee  admnnatration 

26  fond. 
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1  SPBGUL  KANAtiBICEMTTKPSOVBIBIT  FUND 

2  ■         To  flfltat  maiuignMDt  imprtyfOBaiiSf  tiiwIiMiing  tha 

3  lT1Jllitfti*?T1    of  ViMo^Wyy    aiwyil'jHy  oi  tSSStMB   BW^millAug^ 

4  and  debt  (xOMum,  $3,300,000,  ta  be  daived  from  the 

5  railvoML  iNiiwuiiil  aownnti  and  nohpad  imenipiqyment 

6  r  "'-'*■'***  aceocate  i^voidad^  That  thaia  ftmda  ahall  sop- 


7  pieBaant,  not  t'Tppliui^  «*i«Liiiy  reBomvea  detotad  to  auah 

8  uparatkmaaTMJ  liiniiuiaaianta.  _ _,       ^  . 

9  liDCEEATIDN  ON  TSE  OFFICS  OF  INSFSCFOB  GBMBBAL 

10  For  ^^p^iwMi  iKLitiinaij'  for  the  Offioe  of  Tnapwttor 

11  Oeneni  fior  andit,  i2xveatigstat7  and  refisv  aotnitieB,  aa 

12  anthotizad  by  the  TTupeetnr  General  Aet  of  1978,  aa 

13  ^*"^'»w<<v4,  QOt  more  than  $6,742,000,  to  be  dariyed  fcom 

14  <tfift  raihoad  retirmaBit  aooooius  and  raihoad  onempkiy" 

15  mant  ffiBuranee  •J^wnwr^t. 

16  SgIjDIEBS'  and  AnotsttB  Hcaa 

17  OFEBITZON  AND  MAZKEEMANCB 

Ig  For  operation  and  maintenazioe  of  the  United  States 
19  Sddiar  andAkxnen'aHometto  bepoidfromfaodasvaA- 
lO  able  to  the  Soidien'  Home  in  the  Anned  Foroea  Betzzv- 

21  ment  Home  Tzutt  Fmid,  $43,139,000:  Prooidtd,  That 

22  thia  appiopnataon  shall  not  be  avaiiable  for  the  payment 

23  of  hoapitahzatian  of  memben  of  the  Home  in  United 

24  Ststea  Axmy  hoqpitala  at  rates  in  exoeaa  of  thoae  pre* 

25  scribed  by  the  Secretaiy  of  the  Army  upon  raoranmendar 
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NATIONAL  RAILWAY  LABOR  CONFERENCE 

itOl  L  STREBT,  HM^  VMflHmOTON.  D.C  SOOOIUMA  6001;  inmnncc    PAX:  20M«t-TMQ 


CHAUJ»  L  HOPKINS,  Jr. 

cummt 


O.».0ANIIU 


■.A4 

KnOM  «r  Ub«r  ftiMiaM 

S«pt«tBb*r  U,  im 

Tht  BenerAbl*  Albert  K.  Oor* 

Vtoa  Pratldant  of  th«  UAlt«d  SUM* 

Tb«  VhiU  Hout* 

1600  P«rm»7hr*Bl«.  Avenu*,  N.W. 

WMblnBtoai  PtCi     tOSOO 

Dvn  Mr.  Viuw  Pmiidanb 

At  obUf  Mfotlator  for  rail  BiABa««a«&t'B  bursaiainf  «rm>  Uu  KattMUl 
Railway  Labor  Cenfarooo*,  I  vrit*  te  «xpr«Bs  our  de«p  coooAra  evar  bhai* 
raoonmvDdaUona  of  tb«,  ^adonai  ^«rfonaano«  Rairtaw  CoBmittc*  ditmotmd  to  tba 
npvrationB  at  th«  Railriaad  ItetlrcaMiit  board.  Thasa  op«r*Uons  rapfaaant  Xb» 
flnanolAl  life  Una  for  no«t  r«il  workers  «t  the  ooAcluatont  of  thaii-  aotiva  r«Uvo«d 
oaratra  oa  wall  as  providing  on  indispanaabla  aafety  nat  for  many  wovkAM 
cenfronUd  br  ludi^n  and  oftan  prdouf ad  •ooooaic  advamity  durinf  thtir  work 
Ufa.  TturMts  to  tbatt  ■r*tan»  art  of  daap  eoncarn  to  rail  aaa*f«Bttnt  aa  waU 
aa,  I  an  lurai  roil  IftbOfi 

Th«r*forw,  wa  urga  v}%h  aU  tha  forea  at  our  eeaMoand  thai  there  ba  no 
•ffert'CO  «ol  en  lUCh  rtoottBandattona.  at  thla  tlaa.  Rathar,  thatthara  ba  a  (uU 
aad  fair  opporcunlt?  for  the  axulyau,  atudy  ao4  input  by  tha  affeetcd  parttea 
that  tha/  daaarv*  and  that  have  root  baan  ailewad  to  data.  Isdaad«  the 
racoamendf^tloni  ar«  to  unoiMtr  in  mtMy  reapaeU  aa  to  anaant  only  to  Idaaa 
rathar  thaa  lailtltsiw  propoaau,  stanmlag  wa  preauma  froa  oarCala  rragaaata 
of  tha  reporta  of  tha  prior  CoaalMlonK.  Tbare  la  nothing  to  Indioafea  that  any 
it  then  wu;  itvv  aad  not  oott  taxpayart'  mont 7  or  avoid  burdaaiiif  tha  Induatrr 
or  aavaraly  lopaatlftC  ratlrad  or  unaupioyad  railroad  werkava.  The 
raconmandationi  oQ  ral^«ad  radrtttent,  taken  to  tha  axtreffla,  oould  add  bllllens 
bo  tha  fadarai  dtflclt  and.  aink  tha  Induatrr  with  an  imnadiata  UahlUty  af  mora 
than  (30  billion. 

va  muat  oppoae  raooaaandatiAn*  that  have  not  bean  tubjaetad  te 
thoroughgoing  analyaia  by  anyona.  laaat  of  all  tha  alfaotad  partlaVt  and  that  held 
tha  poLantial  for  undaralnlng  vanarabla  aad  vaaeratad  atatutory  xuarantaaa.  At 
:ha  ««ae  tlaia  wt  do  not  oeaaidar  ouraalvaa  aa  oppoaad  to  change  or  te  InlUatirea 
to  out  tha  coat  of  gevtrnoiant.  Rathar,  tha  industry  au^peru  tha  foal  of  outttaf 
govarameni  waata. ' 

Va  aak  that  you*  glva  thaaa  oonoarns  oeat  ■erteua  oenalderatleni 

Yours  'vmrr  trulyi 


C'i,    lUa^kwvw,  U , 


C.I,  tfapklna«  Jr. 
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